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| NTRODUCTI ON

Clifton Star Resources Inc. was incorporated under the laws of British
Col unbi a, Canada under the nane Houstoni an Resources Inc. The Conpany changed
its nane to Cifton Star Resources Inc. on Novenber 8, 1982. In this
Regi stration Statenent, the “Conpany”, “difton Star”, “we”, “our” and “us”
refer to difton Star Resources Inc. (unless the context otherw se requires).
We refer you to the actual corporate docunents for nore conplete infornmation
than may be contained in this Registration Statenent. Qur principal corporate
offices are located at 430 — 580 Hornby Street, Vancouver, British Col unbia,
Canada V6C 3B6. Qur tel ephone nunber is 604-687-4456.

Upon effectiveness, we wll file reports and other information with the
Securities and Exchange Conmi ssion |located at 100 F Street NE, Washington,
D.C. 20549; you nmmy obtain copies of our filings with the SEC by accessing
their website |ocated at ww. sec.gov. Further, we file reports under Canadi an
regul atory requirenents on SEDAR, you may access our reports filed on SEDAR by
accessing their website at ww. sedar.com

BUSI NESS OF CLI FTON STAR RESOURCES | NC.
Clifton Star Resources Inc. (the “Conpany”) is a mneral exploration conpany.
Its main focus is on exploring its property interests in Quebec, Canada.

FI NANCI AL AND OTHER | NFORMATI ON
In this Registration Statenent, unless otherw se specified, all dollar anpunts
are expressed in Canadian Dollars (“CDN$” or “$"). The CGovernment of Canada
permts a floating exchange rate to determ ne the value of the Canadian Dol | ar
against the U S. Dollar (USS$).

FORWARD- LOOKI NG STATEMENTS

This Registration Statement on Form 20-F contains forward-1|ooking statenments.

Forwar d- | ooki ng statenents nay be identified by the use of words |ike “plans”,

“expects”, “aims”, “bel i eves”, “projects”, “antici pates”, “intends”,

“estimates”, “will”, “should”, “could” and simlar expressions in connection
with any discussion, expectation, or projection of future operating or

financial performance, events or trends. Forward-|ooking statenents are based
on managenent's current expectations and assunptions, which are inherently
subject to wuncertainties, risks and changes in circunstances that are
difficult to predict. Actual outcones and results may differ naterially from
t hese expectations/assunptions due to changes in global political, economc,

busi ness, conpetitive, market, regulatory and other factors. W undertake no
obligation to publicly update or review any forward-looking information,

whet her as a result of new infornmation, future devel opnents or otherwi se.

These factors include, but are not limted to, the fact that the Conpany is in

the exploration stage, wll need additional financing to develop its
properties and wll be subject to certain risks since its prospects are
| ocated in Canada, which factors are set forth in nore detail in the sections

entitled “Risk Factors” in Item #3D, “Business Overview in |ITEM #4B, and
“QOperating and Financial Review and Prospects” at | TEM #5.



CONVERSI ON TABLE

The following table sets forth certain standard conversions from Standard
I mperial units to the International Systemof Units (or nmetric units).

To Convert From To Mul tiply By
Feet Met er s 0. 305
Met er s Feet 3.281
M| es Kil oneters 1.609
Kil oneters Ml es 0.621
Acres Hect ar es 0. 405
Hect ar es Acres 2.471
Gr ams Qunces (troy) 0. 032
Qunces (troy) G ans 31.103
Tonnes Short tons 1.102
Short tons Tonnes 0. 907
Granms per tonne Qunces (troy) 0. 029
Qunces (troy) per tonne Grans per tonne 34. 438



PART |

ITEM 1. [|1DENTITY OF DI RECTORS, SEN OR MANAGEMENT AND ADVI SORS

1.A1. Directors
Table No. 1 lists the Directors of the Conpany.

Table No. 1
Directors
January 8, 2008

Nane Age Date First El ected of Appointed
Harry MIler (1)(5) 73 Cct ober 2007
Ni ck Segounis (2)(5) 64 Decenmber 1992
Fred Archibald (3) 58 July 2007
Dean Rogers (4) 72 February 2007

(1) Resident/Citizen of Bellevue, Washi ngton USA
Busi ness Address: 401 Detwi |l er Lane
Bel | evue, Washi ngton 98004

(2) Resident/Citizen of British Col unbia Canada
Busi ness Addr ess: c/o difton Star Resources, Inc.
430 — 580 Hornby Street
Vancouver, British Colunbia Canada V6C 3B6

(3) Resident/Citizen of Ontario, Canada
Busi ness Address: 668 M Il way Avenue, Units 15 & 16
Concord, Ontario CANADA L4K 3V2

(4) Resident/Citizen of Ontario, Canada
312 — 100 Col den Avenue
Sout h Porcupine, Ontario Canada PON 1HO

(5) Menber of Audit Committee

1.A. 2. Senior Mnagenent

Table No. 2 lists the names of the Senior Managenent of the Conpany. The
Seni or Managenent serves at the pleasure of the Board of Directors.
Table No. 2

Seni or Managenent

January 8, 2008
Nanme and Position Age Date of First Appointnent
Harry MIler, President (1) 73 Cct ober 2007
Fred Archibald, V.P. of Exploration (2) 58 July 2007
M chael Mason, V.P. of Corp. Affairs (3) 63 July 2007
| an Beardnore, Chief Financial Oficer 67 March 2007
(4) (5)
George Kanal os, Corporate Secretary (1) 63 March 2007

(1) Business Address: c/o Cifton Star Resources, Inc.
430 — 580 Hornby Street
Vancouver, British Col umbi a Canada V6C 3B6
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(2) Business Address: 668 MIlway Avenue, Unit 16
Concord, Ontario Canada L4K 3V2

(3) Business Address: 142 Stratford Avenue
Garden City, New York 11530

(4) Business Address: 2250 West 33'¢ Avenue
Vancouver, British Colunmbi a Canada V6M 1C2

(5) Menber of Audit Commttee

Harry MIller’'s business functions, as President, include supervision of the
Conpany’s corporate affairs, responsibility for acquisitions, strategic
pl anni ng, busi ness devel opnent, pronotional activities and reporting to the
Board of Directors.

Fred Archibald s business functions, as Vice President of Exploration, include
pl anni ng and supervising all property related activities.

M chael Mason’s business functions, as Vice President of Corporate Affairs,
i ncludes liaison with the financial comunity in Canada.

lan Beardnore’'s business functions, as Chief Financial Oficer, include
financi al adm ni stration; responsibility for accounting and financial
statenments; liaison wth auditors, accountants, financial community and

shar ehol ders; and coordi nati on of expenses/taxes activities of the Conpany.

George Kanal os’ business functions, as Corporate Secretary, include attending
and be the secretary of all neetings of the Board, sharehol ders and committees
of the Board and shall entering or causing to be entered in records kept for
that purpose mnutes of all proceedings thereat; gives or causes to be given,
as and when instructed, all notices to shareholders, Directors, officers,
audi tors and nmenbers of conmittees of the Board; is the custodian of the stanp
or nechanical device generally used for affixing the corporate seal of the
Conpany and of all books, records and instruments bel onging to the Conpany.

1.B. Advisors

The Conpany's transfer agent and registrar for its conmmobn shares are:
Conput ershare Trust Conpany of Canada
100 University Avenue, Suite #400
Toronto, Ontario, Canada MJ 2Y1

The Conpany's | egal advisors are:
Hermswor t h, Schmi dt
430 — 580 Hornby Street
Vancouver, B.C. CANADA V6C 3B6

1.C. Auditors
The Conpany's auditors are:
Davi dson & Conpany LLP — Chartered Accountants
1200 - 609 Granville Street
P. 0. Box 10372
Pacific Centre
Vancouver, BC, Canada V7Y 1G6

| TEM 2. COFFER STATI STI CS AND EXPECTED TI METABLE.
--- No Disclosure Necessary ---



I TEM 3. KEY | NFORMATI ON.

3.A.1. Selected Financial Data

3.A.2. Selected Financial Data

The selected financial data of the Conpany for Fiscal 2007/2006/2005 ended
June 30'" was derived from the financial statements of the Conpany that have
been audited by Davi dson & Conpany LLP, independent Chartered Accountants, as
indicated in their audit report which is included elsewhere in this
Regi stration Statenent.

The Company’s financial statenents are stated in Canadian Dollars (CDN$) and
are prepared in accordance wth Canadian Generally Accepted Accounting
Principles (GAAP), the application of which, in the case of the Conpany,
conforms in all material respects for the periods presented with United States
GAAP, except as discussed in footnotes to the financial statenents.

The financial statenents are the responsibility of the Conpany’s nmanagenent.
The auditor’s responsibility is to express an opinion on the financial
statenments based on their audits.

The selected financial data as at and for the three-nonth periods ended
9/ 30/ 2007 and 9/30/2006 have been derived from the wunaudited financia
statenments of the Conpany, included herein and, in the opinion of managenent
include all adjustnents (consisting solely of normally recurring adjustnents)
necessary to present fairly the information set forth therein

The selected financial data should be read in conjunction with the financi al
statements and other financial information included elsewhere in the
Regi stration Statenent.

The Conpany has not declared any dividends since incorporation and does not
anticipate that it will do so in the foreseeable future. The present policy
of the Conpany is to retain all available funds for use in its operations and
t he expansi on of its business.

Table No. 3

Sel ected Financial Data
(CDN$ in 000, except per share data)

Year Year Year Year Year
Ended Ended Ended Ended Ended

6/30/07 6/30/06 6/30/05 6/30/04 6/30/03

CANADI AN GAAP

Revenue Ni | Ni | Ni | Ni | Ni |

I ncone (Loss) for the Period ($345) ($20) (%24) ($273) ($27)
Basi ¢ I ncome (Loss) Per Share ($0.04) ($0.01) ($0.01) ($0.03) ($0.01)
Di vi dends Per Share Ni | Ni | Ni | Ni | Ni |

Wei ght ed Average Shares (000) 9, 269 9, 299 8, 649 8, 556 8, 556
Peri od-end Shares (000) 9,335 9,235 9,610 8, 556 8, 556
Wor ki ng Capital ($000) $352 $597 $617 $536 $559

M neral Properties $139 Ni | Ni | Ni | Ni |
Long- Ter m Debt Ni | Ni | Ni | Ni | Ni |
Capi tal Stock $3, 004 $2, 941 $2, 945 $2, 840 $2, 840
Shar ehol ders’ Equity (Deficit) $566 $597 $617 $536 $809
Total Assets $732 $609 $624 $541 $815
US GAAP

Net Loss ($345) ($20) ($24)

Loss Per Share ($0.04) (%$0.01) ($0.01)

M neral Properties $139 Ni |

Shar ehol ders’ Equity $566 $597

Total Assets $732 $609



Tabl e No. 3a
Sel ected Financial Data
(CDN$ in 000, except per share data)

CANADI AN GAAP 3 Months Ended 3 Months Ended
9/ 30/ 2007 9/ 30/ 2006

Revenue Ni | Ni |

I ncone (Loss) for the Period ($175) ($36)

Basi ¢ I ncome (Loss) Per Share ($0.02) ($0.01)

Di vi dends Per Share Ni | Ni |

Wei ght ed Average Shares (000) 11, 423 9, 235

Peri od-end Shares (000) 11, 495 9, 235

Wor ki ng Capital ($000) $1, 152 $532

M neral Properties $781 Ni |

Long- Ter m Debt Ni | Ni |

Capi tal Stock $4, 217 $2, 941

Shar ehol ders’ Equity (Deficit) $1, 933 $593

Total Assets $1, 985 $609

3.A.3. Exchange Rates
In this Registration Statenent, unless otherw se specified, all dollar anmpunts

are expressed in Canadian Dollars (CDN$). The Governnent of Canada pernits a
floating exchange rate to deternmne the value of the Canadian Dol | ar agai nst
the U S. Dollar (USS).

Table No. 4 sets forth the rate of exchange for the Canadian Dol lar at the end
of the five nost recent fiscal periods ended June 30'", the average rates for
the period, and the range of high and |ow rates for the period. The data for
the three nonth periods ended Septenber 30, 2007 and 2006 is also provided
along with the data for each nonth during the previous six nonths are also
provi ded.

For purposes of this table, the rate of exchange neans the noon buying rate in
New York City for cable transfers in foreign currencies as certified for
custons purposes by the Federal Reserve Bank of New York. The table sets
forth the nunmber of Canadian Dollars required under that fornmula to buy one
U S. Dollar. The average rate neans the average of the exchange rates on the
| ast day of each month during the period.

Table No. 4
U.S. Dol l ar/ Canadi an Dol | ar

Aver age Hi gh Low dose
Decenber 2007 1.01 0.98 0.99
Novenber 2007 1.00 0.92 1.00
Cct ober 2007 1.00 0. 95 0. 95
Sept enber 2007 1.06 1.00 1.00
August 2007 1.08 1.05 1.06
July 2007 1.07 1.04 1.06
Three Mont hs Ended Sept enmber 2007 1.04 1.08 1.00 1.00
Three Mont hs Ended Sept enber 2006 1.12 14 11 12
Fi scal Year Ended 6/ 30/ 2007 1.13 1.19 1.04 1. 06
Fi scal Year Ended 6/ 30/ 2006 1.16 1.24 1.10 1.13
Fi scal Year Ended 6/ 30/ 2005 1.24 1.33 1.18 1.23
Fi scal Year Ended 6/ 30/ 2004 1.34 1.41 1.27 1.34
Fi scal Year Ended 6/30/2003 1.51 1.60 1.33 1. 36



3.B. Capitalization and | ndebtedness
Table No. 5 sets forth the capitalization and indebtedness of the Conpany as

of 1/8/2008. Since the close of the 3-nonth period ended Septenber 30, 2007
the Conpany conpleted two private placenent financings. As a result of these
financings, the Conpany issued 1,167,855 shares; 1,112,243-share purchase
warrants; 111,224 agent share purchase options; and, 100, 000-consultant share
pur chase options.

Table No. 5
Capitalization and | ndebt edness

January 8, 2008
100, 000, 000 common shares aut hori zed
12,663, 182 conmon shares issued and out st andi ng

ol i gations Under Capital Leases $ni
S-T Due to Related Parties $ni |
Long- Ter m Debt $ni
Share Purchase Options Qutstanding 1,772,723
Share Purchase Warrants Qutstandi ng 3,112, 241

3.C. Reasons For The Ofer And Use O Proceeds
--- No Disclosure Necessary ---

3.D. Risk Factors

In addition to the other information presented in this Registration Statenent,
the foll owing should be considered carefully in evaluating the Conpany and its
busi ness. This Registration Statenent contains forward-|ooking statenents
that involve risks and uncertainties. The Conpany's actual results may differ
materially from the results discussed in the forward-|ooking statenents.
Factors that might cause such a difference include those discussed bel ow and
el sewhere in this Registration Statenent.

Clifton Star Has Not Yet Achieved Profitable Operations and Expects to Incur
Further Losses in the Developnent of |Its Business, Al of Wich Casts
Subst antial Doubt About the Conpany’s ability to continue as a Going Concern
The Conpany’s ability to continue as a going concern is dependent upon its
ability to generate future profitable operations and/or to obtain the
necessary financing to neet its obligations and repay its liabilities arising
from normal busi ness operations when they cone due.

Cifton Star Has No Revenues from Operations and No Ongoing M ning Operations
of Any Kind. The Chances of Cifton Star Ever Reaching the Devel opnent Stage
Are Renote.

The expenditures to be nmade by difton Star in the exploration of its
properties as described herein may not result in discoveries of mineralized
material in commercial quantities. Mst exploration projects do not result in
the discovery of commercially mneable ore deposits and this occurrence could
ultimately result in difton Star having to cease operati ons.

Cifton Star Has No Reserves on the Properties in Wich It Has an Interest and
I f Reserves Are Not Defined the Conpany Coul d Have to Cease Operations.

The properties in which difton Star has an interest or the concessions in
which difton Star has the right to earn an interest are in the exploratory
stage only and are without a known body of ore. If Cifton Star does not
ultimately find a body of ore, it would have to cease operations



Clifton Star Has No Positive Cash Flow and No Recent History of Significant
Earnings and |s Dependent Upon Public and Private Distributions of Equity to
otain Capital in Order to Sustain Operations. The sale of securities to the
public results in dilution to existing sharehol ders.

None of Cifton Star’s properties have advanced to the commercial production
stage and difton Star has no history of earnings or positive cash flow from

operations. Cifton Star does not know if it wll ever generate naterial
revenue from mining operations or if it wll ever achieve self-sustaining
commercial mning operations. Historically, the only source of funds

available to Cifton Star has been through the sale of its combn shares. Any
future additional equity financing would <cause dilution to current
st ockhol ders.

Clifton Star currently has 1,772,723 share purchase options outstandi ng and
3,112,241 share purchase warrants outstanding. If all of the share purchase
warrants and share purchase options were exercised, the nunber of common
shares issued and outstanding would increase from 12,663,182 (as of 1/8/2008)
to 17,548,146. This represents an increase of 38.6% in the nunber of shares
i ssued and outstanding and would result in significant dilution to current
shar ehol ders.

Dilution Through Enployee/Director/Consultant Options Could Adversely Affect
Cifton Star Resource’s Stockhol ders.

Because the success of Cifton Star is highly dependent upon its respective
enpl oyees, the Conpany has granted to sone or all of its key enployees,
Directors and consultants options to purchase commpn shares as non-cash
i ncentives. To the extent that significant nunbers of such options may be
granted and exercised, the interests of the other stockhol ders of the Conpany
may be diluted. At 1/8/2008, there were 1,772,723 share purchase options
out standi ng, which, if exercised, would result in an additional 1,772,723
common shares being issued and outstanding. For a breakdown of dilution

refer to the risk factor entitled: “Cifton Star Has Mninmal Positive Cash
Flow and No Recent History of Significant Earnings and |s Dependent Upon
Public and Private Distributions of Equity to Obtain Capital in Oder to
Sustain Operations. Public distributions of capital result in dilution to
exi sting sharehol ders”.

The Anmpunt of Capital Necessary to Meet Al Environnental Regulations
Associated with the Exploration Prograns of Clifton Star Could Be In An Anpunt
Great Enough to Force the Conpany to Cease Operations.

The current and anticipated future operations of difton Star, including
further exploration activities require permts from various Federal and
Provi ncial governnental authorities in Canada. Such operations are subject to

various | aws governing |and use, the protection of the environment, production

exports, taxes, |abor standards, occupational health, waste disposal, toxic
substances, mne safety and other matters. Unf avor abl e anendnents to current
| aws, regulations and permts governing operations and activities of resource
explorati on conpanies, or nore stringent inplenentation thereof, could have a
materially adverse inpact on the Conpany and cause increases in capital
expenditures which could result in a cessation of operations by the Conpany.

Failure to comply with applicable I aws, regul ations and permitting
requirenents may result in enforcenent actions there under, including orders
i ssued by regulatory or judicial authorities causing operations to cease or be
curtailed, and may include corrective neasures requiring capital expenditures,
installation of additional equipment or renedial actions. Parties engaged in
resource exploration may be required to conpensate those suffering |oss or
damage by reason of the mining activities and may have civil or crininal fines
or penalties inposed for violation of applicable I aws or regul ations.

Large increases in capital expenditures resulting from any of the above
factors could force difton Star to cease operations. |If that were the case,
i nvestors would |l ose their entire investnment in the Conpany.
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Clifton Star is Dependent on Key Personnel and the Absence of Any of These
I ndi viduals Could Result in the Conpany Having to Cease Qperations.

Wil e engaged in the business of exploring mineral properties, the nature of
Cifton Star’'s business, its ability to continue its exploration of potenti al
exploration projects, and to develop a competitive edge in the marketpl ace,
depends, in large part, on its ability to attract and maintain qualified key

management personnel . Conpetition for such personnel is intense and the
Conpany may not be able to attract and retain such personnel. difton Star’s
growth will depend on the efforts of its Senior Mnagement, particularly its

President/Director, Harry Mller; its Vice President of Exploration/Drector,
Fred Archibald; its Vice President of Corporate Affairs, Mchael Mson; its
Chief Financial Oficer, lan Beardnore and its two independent directors, Nick
Segouni s and Dean Rogers. difton Star does not carry key-man insurance on any
i ndi vi dual s.

U S. Investors May Not Be Able to Enforce Their Civil Liabilities Against Us
or Qur Directors, Controlling Persons and Oficers.

It may be difficult to bring and enforce suits against Cifton Star. difton
Star is a corporation incorporated in the province of British Colunbia,
Canada; under the British Colunbia Corporations Act. A mjority of the
Conpany's directors are residents of Canada, and all or substantial portions
of their assets are located outside of the United States, predomnately in
Canada. As a result, it may be difficult for U S. holders of the Conmpany’s
conmon shares to effect service of process on these persons within the United
States or to realize in the United States upon judgnents rendered against
them In addition, a sharehol der should not assume that the courts of Canada
(i) would enforce judgments of U S. courts obtained in actions against the
Conpany or such persons predicated upon the civil liability provisions of the
U S. federal securities |laws or other laws of the United States, or (ii) would
enforce, in original actions, liabilities against the Company or such persons
predi cated upon the U S. federal securities laws or other laws of the United
St at es.

The Risks Associated with Penny Stock Cdassification Could Affect the
Marketability of the Commmon Stock of Clifton Star and Sharehol ders Coul d Find
It Difficult to Sell Their Stock.

Cifton Star’s common shares are subject to “penny stock” rules as defined in
1934 Securities and Exchange Act rule 3a51-1. The Comm ssion has adopted rul es
that regul ate broker-dealer practices in connection with transactions in penny
stocks. Transaction costs associated with purchases and sal es of penny stocks
are likely to be higher than those for other securities. Penny stocks
generally are equity securities with a price of less than US$5.00 (other than
securities registered on certain national securities exchanges or quoted on the
NASDAQ system provided that current price and volunme information with respect
to transactions in such securities is provided by the exchange or systenj.

The penny stock rules require a broker-dealer, prior to a transaction in a
penny stock not otherw se exenpt fromthe rules, to deliver a standardized risk
di scl osure docurent that provides information about penny stocks and the nature
and level of risks in the penny stock market. The broker-deal er also nust
provide the customer with current bid and offer quotations for the penny stock,
the conpensation of the broker-dealer and its salesperson in the transaction,
and nonthly account statenents showing the market value of each penny stock
held in the custonmer’s account. The bid and offer quotations, and the broker-
deal er and sal esperson conpensation information, nust be given to the custoner
orally or in witing prior to effecting the transaction and nust be given to
the custoner in witing before or with the custoner’s confirnation.
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In addition, the penny stock rules require that prior to a transaction in a
penny stock not otherw se exenpt from such rules, the broker-deal er nust nake a
special witten determination that the penny stock is a suitable investnent for
t he purchaser and receive the purchaser’s witten agreenent to the transaction.
These disclosure requirenents nmay have the effect of reducing the |evel of
trading activity in the secondary market for the Conpany’s common shares in the
United States and shareholders nay find it nore difficult to sell their shares.

As a "foreign private issuer”, Cifton Star is exenpt from the Section 14
proxy rules and Section 16 of the 1934 Securities Act Results in Sharehol ders
Havi ng Less Conpl ete and Tinely Data.

The submission of proxy and annual nmneeting of shareholder information
(prepared to Canadian standards) on Form 6-K results in sharehol ders having
less conplete and tinmely data. The exenption from Section 16 rul es regarding
sal es of common shares by insiders results in sharehol ders having less data in
this regard.

| TEM 4. | NFORMATI ON ON THE COMPANY

4. A. History and Progress of the Conpany

I nt roducti on

Cifton Star Resources Inc. engages in the exploration of mnineral properties
in Canada. It holds an option to acquire Duquesne Gold project that includes
55 mineral clainms and one mining concession |ocated in Quebec. The Conpany
exercised its option in June 2007, pursuant to a Septenber 2006 Option
Agreenent (as anended). As of 9/30/2007, the Conpany had paid $450,000 and
i ssued 10,000 common shares for acquisition, incurred due diligence costs of
$54, 449, and expensed $257,764 for exploration.

The Conpany’s executive office is located at:
580 Hornby Street, #430, Vancouver, British Colunbia, Canada V6C 3B6
Tel ephone: 905-726- 8585
Facsim | e: 604-687-0586
e-mai | :  hacabel | @otmai |l . com

The contact person is: Harry MIller, President/Director
The Conpany's fiscal year-end is June 30th.

The Conpany's comon shares trade on the TSX Venture Exchange in Canada, under
t he synbol "CFO'.

The Conmpany has 100, 000, 000 common shares wi thout par value authorized. At
6/ 30/ 2007, the end of the Conpany's nost recent fiscal year, there were
9, 335, 330 conmon shares issued/outstandi ng; at 1/8/ 2008, there were 12,663, 182
conmon shares issued and out st andi ng.

In this Registration Statenent, unless otherw se specified, all dollar amunts
are expressed in Canadian Dol lars (CDNS$).

| ncor poration

The Conpany was incorporated by Articles of Incorporation under the Conpanies
Act (British Columbia) on 4/30/1981 under the name “Houstonia Resources Ltd.”".
The Company changed its name to Cifton Star Resources Inc. on 11/8/1982. At
t he Conpany’s annual general neeting held on 12/15/2004, the Conpany adopted
new Articles to conply with the new British Col unmbi a Corporations Act.
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Hi storical Corporate Devel opnent

Upon i ncorporation, the Conpany was in the business of acquiring and expl oring
m neral properties. At 3/12/2000, faced with unsuccessful exploration results
and the inability to finance further mineral property efforts, the Conpany had
divested all of its interest in mneral properties. In March 2000, the
Conpany signed a purchase and sale agreement to acquire controlling interest
in a satellite comunications industry conpany; during Fiscal 2001, the
acquisition effort was abandoned by the Conpany. Since that time until
Septenber 2006, the Conpany was in the process of reorganizing and re-
eval uating its business operations and future opportunities.

On 9/20/ 2006, the Conpany signed an option agreenent (anmended 5/14/2007 and
6/ 11/ 2007) whereby it could acquire all of the issued shares of Duquesne CGold
M nes Ltd. (“Duquesne”), a private Canadi an nineral exploration conpany, from
t he sharehol ders of Duquesne. The nain asset of Duquesne is the Duquesne Gold
Project that includes fifty-five mneral clains and one nining concession
|l ocated in Quebec. Refer to |ITEM #4D, “Property, Plant and Equipnent;
Acqui sition Details”.

Capi tal Expenditures

Fi scal 2005: $ni |
Fi scal 2006: $ni |
Fi scal 2007: $84, 249 for deferred exploration costs

$54, 449 for deferred acquisition costs

Fi scal 2008 to date: $468, 500 for property acquisition
$173,514 for property exploration

Plan OF Operations

Source of Funds for Fiscal 2008 Endi ng 6/30/2008

The Conpany’s prinmary source of funds since incorporation has been through the
i ssuance of equity. The Conpany recorded no sales revenues during Fiscal
2005/ 2006/ 2007. As of 9/30/2007, the Conpany had working capital of $1.1
mllion. Since then to 11/30/2007: the Company raised $2,499, 995 pursuant to
a private placenent of 612,243 flow through units at a price of $2.45 per unit
and 500,000 non flow through units at a price of $2.00 per unit. Each flow
t hrough unit consisted of one flow through share and one comon share purchase
warrant. Each common share purchase warrant entitles the holder to purchase
one additional common share at a price of $2.60 until OCctober 10, 2009. Each
non flow through unit consisted of one conmobn share and one comon share
purchase warrant. Each conmmon share purchase unit entitles the holder to
purchase one additional commopn share at a price of $2.10 until Cctober 10,
2009.

In Canada, a flowthrough share is available to nmning, petroleumand certain
types of renewabl e energy conpanies to facilitate financing their exploration
and project developnent activities. Eligible conpanies issue these equity
shares to new investors. Investors receive an equity interest in the conpany
and incone tax deductions associated with new expenditures incurred by the
conpany on exploration and devel opnent. Flowthrough shares are available to
sel ected conmpanies but are of greater benefit to non-taxpaying junior
conpani es. These conpanies are often unable to use inconme tax deductions
against their corporate incone and are willing to forgo the deduction to new
i nvestors. Flow through shares are only avail able to Canadi an investors.

Use of Funds for Fiscal 2008 Endi ng 6/30/2008

During Fiscal 2008, the Conpany estimates that it mght expend approxi mately
$600, 000 on general/admi nistrative and investor relations expenses. Duri ng
Fi scal 2008, the Conpany estinmates that it mght expend about $1, 300,000 on
property acquisition and exploration.
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Anti ci pated Changes to Facilities/Enployees
The Conpany has no current plans to add any additi onal personnel.

United States vs. Foreign Sal es/ Assets
During Fiscal 2007/2006/ 2005, the Conpany had no sal es revenue.

4.B. BUSI NESS OVERVI EW

Organi zation Structure
The Conpany is incorporated under the laws of British Colunbia, Canada.

The Conpany currently has one partially-owned subsidiary:
a. Duquesne Gold M nes Ltd.
i ncorporated in Manitoba, Canada on 5/6/1986
25% owned at 11/30/2007.

On 9/20/ 2006, the Conpany signed an option agreenent (anmended 5/14/2007 and
6/ 11/ 2007) whereby it could acquire all of the issued shares of Duquesne ol d
M nes Ltd. (“Duquesne”), a private Canadi an mineral exploration conpany, from
t he sharehol ders of Duquesne. The nmain asset of Duquesne is the Duquesne Gold
Project that includes fifty-five mineral clains and one nining concession
| ocated in Quebec. Refer to |ITEM #4D, “Property, Plant and Equipnent;
Acquisition Details”. As of 9/30/2007, the Conpany had paid $450,000 and
i ssued 10,000 common shares for acquisition, incurred $54,449 due diligence
costs, and expended $257, 764 on exploration.

The Conpany’s exploration properties are without a known body of conmmerci al
ore and all proposed progranms are an exploratory search for ore.

Duquesne Gold Property
East ern Quebec Provi nce, Canada

Gold Exploration
Option to acquire Duguesne Gold M nes Ltd.

Fi gure 1.
Duquesne Gol d Property
Property Locati on Map
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Fi gure 2.
Duquesne Gol d Property
d ai m Map
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Fi gure 3.
Duquesne Gol d Property
Regi onal GCeol ogi cal Pl an
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Fi gure 4.
Duquesne Gol d Property
Local Geol ogical Plan
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Acqui sition Details

The Conpany signed an Option Agreenent dated 9/20/2006 whereby it may acquire
all of the issued shares of Duquesne Gold Mnes Ltd. (“Duquesne”), a private
Canadi an mneral exploration conpany, from the shareholders of Duquesne,
subj ect to TSX Venture Exchange approval.

On 5/14/2007 and 6/11/2007, the parties to the Agreenent dated 9/20/2006
anended the said Agreenment. Under the anendnent dated 6/11/2007, the Conpany
gave notice that the Exercise Date would be 6/20/2007. However, the tine
all owed for the paynent of shares and $450,000 to be nmade on the Exercise Date
was extended for 90 days from 6/20/2007.

In consideration for the acquisition:

a. The Conpany has paid to Duquesne a non-refundabl e deposit of $60, 000
(paid) which nonies will be used to nake exploration expenditure on
the Property;

b. on or before nine calendar nmonths from the execution date (9/20/2006)
of the Agreenent, the Conpany shall perform such due diligence as is
required and shall make a decision whether or not to exercise this
option and shall deliver to the Duquesne shareholders (the
“Optionors”) witten notice of that decision. The date of such notice
shall be the “Exercise Date” (6/20/2007). On the Exercise Date, the
Conpany shall pay to the Optionors the sum of $450, 000.00 (paid); and
issue to the Optionors; 10,000 common shares of the Conpany (issued
7/ 3/ 2007) .

C. pay to the Optionors a further $450,000.00 and incur exploration
expenditures on the property of $1,000,000.00 on or before the first
anni versary of the Exercise Date;

d. pay to the Optionors a further $450,000.00 and incur exploration
expenditures on the property of a further $1,000,000.00 on or before
the second anniversary of the Exercise Date;

e. pay to the Optionor a further $450,000.00 and incur exploration
expenditures on the property of a further $1,000,000.00 on or before
the third anniversary of the Exercise Date; and

f. incur Exploration Expenditures on the property of a further $1, 000,000
on or before the fourth anniversary of the Exercise Date.

g. The Optionors will retain a 3% Net Snelter Return Royalty {“NSR’).

The transaction is an arns-length transaction.

Upon expenditure of the Exploration Expenditures on the Property pursuant to
sub- paragraphs (c¢), (d), (e) and (f) above, the Conpany shall thereafter be
entitled to 5% of the Gross Overriding Revenue {“GOR’) fromthe production and
sale of mnerals from the property. Duquesne shall pay the GOR to difton
within 30 days of each calendar quarter. For this purpose, gross revenue
shall be calculated as if all mnerals are sold at fair market value in an
armis length transaction, provided that the sale price shall be reduced for
the cost of transportation fromthe mne site to the point of sale. The GOR
shal | be conputed using the date of sale.

The Net Snelter Return (“NSR’) retained by the sharehol ders under the terns of
t he Agreenent shall have priority over the aforesaid GOR and the GOR shall not
be paid unless and until the NSR has first been paid to the sharehol ders for
t he cal endar quarter involved.

Property Description

The property is situated sonme thirty-one kiloneters northwest of the town of
Rouyn- Noranda and sone sixteen kiloneters east of the town of Duparquet, in
the Province of Quebec, Canada, and is located in the central -west section of
Dest or Townshi p.
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The property consists of fifty-five contiguous mning clains (seventeen
devel opnent |icenses) totaling sone 935 hectares, and one mning concession
(Concession Mniere # 377-Block 4) totaling sone 183.85 hectares; all within
Destor Townshi p. The devel opment |icenses are nunbered as foll ows:

Caim# Range # Area (Hectares) Assessnent Due Date Wor k Requi red

G001091 3-4 4.4 July 13, 2009 $1, 000. 00
@001092 3-4 14. 4 July 13, 2009 $1, 000. 00
001611 4 2.0 Novenber 20, 2008 $1, 000. 00
001531 4 13.2 January 9, 2009 $1, 000. 00
001532 4 12.0 January 9, 2009 $1, 000. 00
001533 4 12.8 January 9, 2009 $1, 000. 00
001534 4 16.0 January 9, 2009 $1, 000. 00
001541 4 16.0 January 9, 2009 $1, 000. 00
001542 4 15.2 January 9, 2009 $1, 000. 00
001543  4-5 11.6 January 9, 2009 $1, 000. 00
001544  4-5 14. 4 January 9, 2009 $1, 000. 00
001561 4 37.6 February 13, 2009 $2, 500. 00
004391 4 12.0 May 9, 2009 $1, 000. 00
004392 4 15.6 May 9, 2009 $1, 000. 00
004393 4 17.2 May 9, 2009 $1, 000. 00
004394 4 18.8 May 9, 2009 $1, 000. 00
004401 4 21.6 May 9, 2009 41, 000. 00
004402 4 20. 4 May 9, 2009 $1, 000. 00
004411 4 8.0 June 2, 2009 $1, 000. 00
004412 5 9.2 June 2, 2009 $1, 000. 00
004413 5 10.0 June 2, 2009 $1, 000. 00
004414 5 6.6 June 2, 2009 $1, 000. 00
004415 5 0.2 June 2, 2009 $1, 000. 00
004416  4-5 18.4 June 2, 2009 $1, 000. 00
004417 4 24. 4 June 2, 2009 $1, 000. 00
004421 5 8.6 May 17, 2009 $1, 000. 00
004422 5 15.2 May 17, 2009 $1, 000. 00
004423 5 6.8 May 17, 2009 $1, 000. 00
004424 5 10.0 May 17, 2009 $1, 000. 00
004425 5 11.8 May 17, 2009 $1, 000. 00
004441  4-5 7.1 June 12, 2009 $1, 000. 00
004442  4-5 10.6 June 12, 2009 $1, 000. 00
004443  4-5 7.5 June 12, 2009 $1, 000. 00
004444  4-5 10.6 June 12, 2009 $1, 000. 00
004445  4-5 19.7 June 12, 2009 $1, 000. 00
004446 4 14. 7 June 12, 2009 $1, 000. 00
004451 4 15.6 June 12, 2009 $1, 000. 00
004452 4 17.3 June 12, 2009 $1, 000. 00
004453 4 19.9 June 12, 2009 $1, 000. 00
004454 4 25.3 June 12, 2009 $2, 500. 00
006431 4 15.4 August 28, 2007 $2, 500. 00
006432 4 12.6 August 28, 2007 $1, 000. 00
006433 4 13.9 August 28, 2007 $1, 000. 00
006634  4-5 8.1 August 28, 2007 $1, 000. 00
006635 5 4.5 August 28, 2007 $1, 000. 00
009461 3 2.0 July 13, 2009 $1, 000. 00
009462 3 4.8 July 13, 2009 $1, 000. 00
009463 3 22. 4 July 13, 2009 $1, 000. 00
009464 3 0.4 July 13, 2009 $1, 000. 00
0013171 3 24. 4 Cct ober 29, 2008 $1, 000. 00
0013172 3 24. 4 Cct ober 29, 2008 $1, 000. 00
0013173 3 7.1 Cct ober 29, 2008 $1, 000. 00
0013174 3 14. 4 Cct ober 29, 2008 $1, 000. 00
0013234 3 19.2 Novenber 20, 2008 $1, 000. 00
00013235 3 24.0 Novenber 20, 2008 $1, 000. 00
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Currently, a total of $71,308.56 is required during a two year period for
expl oration expenditures and taxes to keep the property in good standing.
Duquesne Gold Mnes Ltd. has assured the Conpany that all of the 2006 taxes
are paid to date and that the property is in good standing until the end of
2007. Tax information supplied by Duguesne Gold M nes Ltd. indicates that the
clains are in good standing. AMS of Canada Inc. has supplied “Lettres
Patentes Mnieres for Libro 490 Folio 226" of Le Mnistre De L Energie Et Des
Ressources which corresponds to Mning Concession #377 and shows it to be
regi stered under Mnes D Or Duquesne Gold M nes Inc.

The property boundary perinmeters for both the unpatented mining clainms and the
patented M ning Concession are nmarked by red-pai nted wood survey posts.

Accessibility, Infrastructure, Cimte, Local Resources, and Physiography

The property can be reached by traveling north on all-season/paved H ghway 101
from the town of Rouyn-Noranda for approximately 25 kiloneters, and is
situated i mediately north of the town of Renault. An all-weather gravel road
| eads west off of Hi ghway 101 where it accesses the central section of the
property. The western section of the property can be accessed from H ghway
393 from an all-weather gravel road / skidder-ATV road that is situated sone
4.5 kil ometers west of H ghway 101 (sone 31.5 kiloneters northwest of the town
of Rouyn-Noranda) and is taken south of Hi ghway 393. The property can al so be
accessed from Duparquet or La Sarre which are situated west and northwest of
the property respectively. The highways are all-season and there is both
manpower and heavy earthnoving equi prent available from the town of Renault
(or if needed fromthe town of Duparquet or the town of Noranda).

The property has generally flat lying terrain in the southern sections which
is covered with glacial sand, gravel and clay; gently undulating terrain in
the central sections; and steeply undulating rock knolls in the northwestern
sections of the property. Several east-west to northwest-to-southeast
trending areas of |ow swanpy ground cut the central portions of the property;
sone of which occupy shear or fault zones which are nunerous in the vicinity
north of the main fault in the area; the Porcupine-Destor Fault. Some of the
cliff faces are up to 6.0 to 10.0 neters high, and sonme of the knolls stand
twenty to thirty nmeters above the swanp levels; many of the steeper knolls
being related to diorite or gabbro intrusive rocks.

The vegetation cover in the lowlying swanp areas consists of tag alder,
spruce, tamarack, and |arch. The trees average between ten to twenty
centinmeters dianeter and are considered inmmature grow h. The vegetation in
the higher areas consists of inmmture birch and poplar or mxtures of these
trees. Birch grows on the tops of the rock formations and poplar on the sides
or bottonms of the rock formations. These trees average ten centineters
dianmeter in the eastern sections and up to twenty centinmeters dianeter in the
western sections of the property.

Most of the tinber is considered immature in nature and growths are sparse and
spr ead- out . Sone areas within the southeast, south-central, north-east, and
west sections of the property have been tinbered by locals for firewod; a
practice with is authorized by the Mnistry within areas of crownl and.

The M ni ng Concession patent #377 includes surface, mning, and tinber rights.
The surface rights for the unpatented clainms can be | eased for surface as well
as mning rights. Permts addressing water, effluents, potential tailings
storage areas, potential ore storage areas, potential waste storage areas, and
pl ant processi ng/ manpower living quarters were addressed to the satisfaction
of the Quebec Governnment authorities and the Mnistry of the Environment in
1989. It is the opinion of nmanagenent that these pernits are renewable/
attainable without difficulty as the laws remain essentially the same as they
were in 1989 and due to the fact that this is a designated historical mining
area which has becone depressed due to closure of npbst of the mines in the
ar ea.
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From 1987 to 1991, Radi sson M ning Resources Inc. had conplied to orders from
the Mnistry of the Environnent concerning tonnages mned, effluent

di scharges, and restoration of the site to original. The head-franme was taken
down and the shaft cenent-capped. Al of the waste piles were flattened

power-transm ssion |ines taken down, and only a | ocked entrance gate existed.
Oe material extracted was taken off-site and not processed on site. All
trailers and buildings (including head-frane) were taken off site. Fi nal
cleanup was approved by the Mnistry of the Environment and the Quebec
Government authorities and, in the opinion of the Conpany, there are no

envi ronnent al concerns out standi ng.

Hi story
Expl orati on work began on the property, by various interest holders, in 1923.

In 1941 a shaft was sunk down to 152.4 neters and by 1945 this shaft went to a
depth of 266.7 neters. By 1949, the Duquesne M ne consisted of a total of nine
| evel s down to a depth of 390 neters.

Producti on of gold continued from 1949 until the end of 1952.

Expl oration work began again in 1962 when 1993 neters of drilling was
conpleted in fourteen drill holes to test the extension of the ore zone bel ow
the seventh |evel.

In 1986 further exploration work consisting of nmagnetic surveys, VLF
el ectronagnetic surveys, geol ogi cal surveys and sanpling surveys was
conpleted. Twenty drill holes, consisting of 3,048 neters, were also conpl eted
to outline west extensions and parallel zones located north of the Duquesne
M ne wor ki ngs.

In 1987 and 1988 additional surface and underground exploration work
consisting of shaft dewatering and rehabilitation, resource calculations,
geol ogi cal mappi ng and sanpling was conpleted. During this tinme 37,365 neters
of underground exploration drilling and 18,504 nmeters of surface drilling was
al so conpl et ed.

From 2000 to the present day, Duquesne Gold Mnes Ltd., under the exploration
managenent of F.T. Archibald, drilled parallel mneralized zones north of the
m ne workings and west extensions of the mne workings in areas which were
previously only sparsely explored. From 2000 to 2003, the area of intercal ated
syenite porphyry intrusives and ultranmafics was drilled about two hundred
nmeters north of the shaft were there was little exploration work done in the
past. M neralization was encountered.

Phase | Exploration Plan

Revi ewi ng the underground data, including resources still remaining after the
last mning extraction that took place in 1991, shows bl ocked out areas with
correspondi ng val ues and assay plans. Managenent believes it would be hel pfu

to digitize all information and data from both the mined stopes and the
inferred mneral resources renaining. Managenent believes that the main
“core” of higher values is consistent and continues with a steep westerly and
easterly plunge below the ninth level that was the last area nined. This has

been confirmed by dianond drilling below the ninth level. If the underground
workings are dewatered in the future, a conposite survey map of the
under ground stopes should be conpil ed. The present underground data, once

digitized, should have 3D nobdeling perforned. This would include geol ogica
information as related to the different vein systens, and assay values as
associated with mned zones and zones still in place

Managenent believes that in areas of higher grades and associated m neable
wi dt hs should be a focus of any future exploration/drill program and work
enphasized with the fact that the nmneralized zones are generally |ess than
two hundred neters thick and plunge steeply east and west and should be
drilled accordingly. Any drill program or sanpling program should be done
with narrow drill-fence step-outs in mnd and that the potential lies wth
accunul ating several mneralized pods for delineating tonnage.
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Vein 20, the main zone which was focused on in previous mning operations, can
be observed outcropping in several |ocations west of the m ne workings. These
areas should be stripped and channel sanpled and drilled accordingly; with in
m nd outlining the west extensions of this zone.

Several gold-bearing mneralized splays within the Duquesne Fault have been
located in the northwestern section of the property with several significant

surface sanpl es. These zones should be stripped, cleaned, and channel
sanpl ed. CGeological interpretations can be done once the rock has been
cl eaned and exposed. Dianmond drilling of the nobst significant areas can be

used to determne plunges and extents of the sub-surface structures.
Managenent believes that these zones be delineated by a close-spaced drill
programtaking into account the narrowness of the mineralized pods within this
area; the past/previous drilling biased using a nodel of a continuous-Iinear
hori zontal vein systemwhich is not the case.

The Phase | Program is planned to find other gold-bearing systens wth
potential for Ilarger tonnage, open pit potential, or shallow underground
potential. Managenent plans a Phase | program w th a budget of approximtely

$1.3 mllion and consists of: stripping, washing and sanpling known extension
areas within the mneralized syenite porphyries; in particular extensions of
Vein 20 and trenched extensions of the Liz Zone, Shaft Zone, and N ppissing
Zone which can be traced eastward onto the property from the adjoining
Duquesne West Property. Several two-to-three tier holes should be drilled
under zones that return significant surface values; taking into account the
pl unge and rake of existing zones. Step-outs of up to 100 neters with four-
to-five tiers of holes per vein systemis planned.

Hi story of the gold-bearing systens in this area are small tonnage pods with
potential for higher values; and the potential could be dependent upon
outlining several mneralized pods. It is also planned that all of the
surface drill holes, nobst of which are marked only by drill casings, be
surveyed with both surface location and down-hole survey to marked attitude
and deviations. Al of the previous core should be re-logged as it has been
noticed that wth age the alteration wthin the core becones nore
di stingui shable and it is known that gold values within this area are rel ated
to certain types of alteration including carbonate, fuchsite, and serecite.

In 2006, |ogged several of the 1988-t0-1995 drill-holes were re-logged and it
was found that there were nmany areas of intense alteration which were sinply
not assayed and core within these sections should be cut in half and assayed.

The surface area overlying the underground workings appears to have been
cl eaned and was environnentally approved by the Mnistry of the Environnent
and the Quebec Departnent of Mnes; and there appears to be no existing
environnental concerns. Al of the previous material mned was mlled off the
property and there are no existing tailings facility hazards existing on the

property.
Phase || Exploration Plan

Phase Il wIll be wundertaken, wupon intersecting gold nineralized zones
indicating both grade and w dth/tonnage potential. A Phase 11 Program
estimate of approximately $900,000 will be used to drill at depth and down-

plunge of any shallow targets of significance |ocated from the Phase |
Program and if gold-bearing systens of significant size are intersected then
it is planned to drill tonnage-pol ygons.
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Fi scal 2007 and 2008 Expl oration

On 7/9/2007, the Conpany announced that line-cutting over two detailed grids
was half finished and was expected to be conpleted by md-July. The grids are
spaced at 50 neters apart for tight control. Surface prospecting and mappi ng
was conti nuing. Sone eighty channel/chip sanples had been taken within the
two areas of which eighteen have been analyzed. An extension of Vein 20 has
been | ocated on surface sone 350-neters to 500-nmeters west of the shaft, and

this area is presently being stripped and sanpled. Dianond drilling of this
area was expected to begin in July with closely spaced drill holes spaced 25
neters apart to test the continuity of this zone. During the stripping, a

secondary zone, Zone 10, which is associated with the nmain vein, was
uncovered. Three equally spaced holes totaling sone 500 neters each were to
be drilled below the ninth level to intersect the indicated steep-west plunge
of the ore body which appears to both wi den and increase in value at depth.

On 7/17/ 2007, the Conpany announced that prospecting and sanpling of the
sectors to the east and west of the Duquesne underground mne working
ext ensi ons uncovered siliceous mneralized zones within syenite porphyry host
rock along the fault contacts with ultramafic and basalt flow and averaging
5.0 to 7.0 meters width on average. Channel and chip sanples fromthese areas
are in for assaying. Prospecting and sanpling of the northwest sector of the
property; in particular those areas associated with extension of the Shaft
Zone, Liz Zone and N ppissing Zone fromthe Duquesne West Property, uncovered
encouraging values that are being followed up by detailed stripping and
sanpling prograns. The npbst encouragi ng val ues are associated within a gabbro
intrusive along the faulted contact with syenite porphyry. Focus is being
made on stripping and detailed sanpling of several zones that are returning
encouragi ng values. Drilling of the west extension and east extension of the
Zone 20 commenced. Drill hole DQ7-01 was drilled over to Zone 20, but
intersected two parallel zones; one at the faulted syenite porphyry/ultranmafic
contact and one within the fault-associated utramafic. Hol e DQ)7-02, set
behind the collar of the first hole, has intersected Zone 20 over a siliceous-
mneralized width of at least 23.0 nmeters. The core was |ogged, split, and
sent out for assaying.

On 7/18/2007, the Conpany announced that the first four holes had been
conpl eted over the extension of Zone 20 that was the vein from which sone
60, 000 ounces of gold was mined previously. This zone has now been extended
sone 305 neters west of the underground workings; and is now being traced
further with use of a backhoe excavator that has stripped several mneralized
sections of this vein along strike to the west. There is no obvious
noti ceabl e trenching or dianond drilling of the vein systemwthin the newy
excavated area and the area to the west. The stripping has indicated a well -
m neralized chert-quartz vein system of at least 11-to-12 neters true wi dth.
New drill holes will be spaced at approximately 25.0 neters apart. Plans are
to drill under this zone at below the 300-nmeter depth to observe the
continuity of this vein system Most of the other gold occurrences along
strike with this zone increase in width and value at depth; and the purpose of
this programis to increase mneral resource estinmates bel ow the nmi ne workings
and also along strike with the m ne workings to the west.

On 8/7/2007, the Conpany announced that the first seven BQ core drill holes
west of the old workings had been conpleted, and the results from the first
three hol es had been received.

Hol e DQO7-02 Indicated 3.65 g/t Au over a width of 1.65 nmeters (section
within averaging 4.18 g/t Au over 0.80 neters)
Hol e DQO7-03 Indicated 3.60 g/t Au over a width of 4.30 neters (section
within averaging 8.63 g/t Au over 1.0 neters)
Hol e DQO7- 04 Indicated 1.55 g/t Au over a width of 7.70 neters (section

within averaging 5.14 g/t Au over 0.80 neters)
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The Conpany continued its exploration program and on Novenber 15, 2007, the

Conpany announced that Drill hole 92-140 intersected vein 20 at a vertica
depth of 935 netres and returned values of 76.6 grams per tonne (g/t) gold
(Au) over a width of 1.50 netres. Drill hold DQO7-18, drilled at mnus 73

degrees, has intersected a nunber of vein systens, including vein 20, the nost
significant of the vein systenms, at 609 netres bel ow surface.

Vei n systens encountered were:

Vein 7 — 512.50 to 515.2 netre interval;

Vein 9 — 552.10 to 555.60 netre interval;

Vein 10 — 579.60 to 582.85 netre interval;

Vein 11 — 596.50 to 598.80 netre interval;

Vein 20 — 639.00 to 645.60 netre interval; and,
Vein 30 — 654.35 to 665.0 netre interval.

The core from the mneralized zones has been split and submtted to Expert
Labs of Noranda for assaying.

Drill hole DQ7-19 is being drilled 80 netres east of DQ7-18, at mnus 73
degrees, and is expected to intercept vein 20 at about 590 to 650 netres
vertical from surface

Two nore holes will be drilled bel ow the old workings, and an additional seven
holes will be drilled at depth along veins 10 and 20 to the west of the
wor ki ngs. Nine short holes drilled this sumer to about 400 nmetres along
strike averaged 3.89 g/t Au over an average wi dth of 4.63 netres.

4.D.  Property, Plant and Equi pnment
The Conpany’s executive offices are located in prem ses of approximtely 1500

sq.ft. at 580 Hornby Street, #430, Vancouver, British Colunbia, Canada V6C
3B6. The Conpany began occupying these facilities in Novermber 2002.

| TEM 5. OPERATI NG AND FI NANCI AL REVI EW AND PROSPECTS

The foll ow ng discussion for the three nonths ended 9/30/2007 and fiscal years
ended 6/30/2007, 6/30/2006, and 6/30/2005 should be read in conjunction with
the financial statenents of the Conpany and the notes thereto.

I nt roduction

Upon incorporation in 1981, the Conpany was in the business of acquiring and
exploring mneral properties. At 3/12/2000, faced wth wunsuccessful
exploration results and the inability to finance further mineral property
efforts; the Conpany had divested all of its interest in mineral properties

In March 2000, the Company signed a purchase and sale agreenent to acquire
controlling interest in a satellite conmmunications industry conpany; during
Fi scal 2001, the acquisition effort was abandoned by the Conpany. Since that
time until Septenber 2006, the Conpany was in the process of reorganizing and
re-evaluating its business operations and future opportunities.

On 9/20/ 2006, the Conpany signed an option agreenent (anmended 5/14/2007 and
6/ 11/ 2007) whereby it could acquire all of the issued shares of Duquesne ol d
M nes Ltd. (“Duquesne”), a private Canadi an mineral exploration conpany, from
t he sharehol ders of Duquesne. The nmain asset of Duquesne is the Duquesne Gold
Project that includes fifty-five mineral clains and one nining concession
| ocated in Quebec. Refer to |ITEM #4D, “Property, Plant and Equipnent;
Acqui sition Details”.
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Fi nanci ng Ti neline
On 7/5/2007, the Conpany closed a non-brokered private placenent of 1,999, 998

flowthrough comon shares to five placees who are nenbers of the
M neral Fields G oup at a price of $0.75 per share. Also the placees have
received 1,999,998 non flowthrough share purchase warrants to purchase
1, 999, 998 shares at an exercise price of $1.00 per commopn share until 4/3/2008
and at a price of $1.25 per common share up to 1/3/2009. A finder's fee in
the form of 99,999 flowthrough common shares and 199,999 non flowthrough
options on the sane terns as the warrants has been issued. These securities
had a hold period that expired on 11/3/2007.

On Cctober 9, 2007, the Conpany conpleted a non-brokered fl owthrough private
pl acement of $1,500,000 through the sale of 612,243 flowthrough units (FT
Units) (each unit consisting of one comobn share and one warrant) at a price
of $2.45 per Unit. Each warrant is exercisable until October 9, 2009 at a
price of $2.60 per share. The Company granted 61, 224 non-fl owt hrough agent’s
options exercisable at $2.45 per option until October 9, 2009 as part of a
finder’'s fee. Each option is exercisable into one Unit (each unit consisting
of one comon share and one warrant). Each warrant is exercisable at $2.60
per share until October 9, 2009. The Conpany issued 30,612 comon shares
valued at $73,163 for the remaining finder's fee. The Conmpany also paid
$75,000 cash for due diligence fees which have been recorded as share issue
costs.

On Cctober 9, 2007, the Conpany conpleted a non-brokered private placenent of
$1, 000, 000 through the sale of 500,000 hard dollar Units (each unit consisting
of one common share and one warrant) at a price of $2.00 per Unit. Each
warrant is exercisable until October 9, 2009 at a price of $2.10 per share
The Conpany granted 50,000 agent’s options exercisable at $2.00 per option
until Cctober 9, 2009 as part of a finder's fee. Each option is exercisable
into one Unit (each unit consisting of one combn share and one warrant).
Each warrant is exercisable at $2.10 per share until OCctober 9, 2009. The
Conpany issued 25,000 common shares valued at $59,750 for the renmining
finder's fee. The Conpany al so paid $50, 000 cash for due diligence fees which
have been recorded as share issue costs.

Subsequent Events
The following is a sunmmary of significant events and transactions that

occurred since Septenber 30, 2007:

Duri ng Cctober 2007, the Conpany continued to change its officers/directors;
appointing Harry MIller (Vice President since July 2007) to the Board of
Directors and to President/Chief Executive Oficer. Ni kol aos Segouni s,
resi gned as President/CEQO but remained on the Board of Directors.

On 10/09/ 2007, the Conpany closed the aforenentioned two private placenents,
raising $2.5 mllion (gross).

Three Months Ended Septenber 30, 2007 vs. Three Mnths Ended Septenber, 30,
2006

The following is a sunmary of significant events and transactions that
occurred during the three-nonth peri od ended Septenber 30, 2007:

On July 3, 2007, the Conpany issued 1,999,998 flowthough shares for the
private placenent previously announced on April 23, 2007. An additional
99,999 fl owthrough shares and 199, 999 non-fl owt hrough options were issued as
finder’'s fees.

On July 3, 2007, the Company issued 10,000 comon shares at a deened price of
$1.85 per share for a total value of $18,500 pursuant to the Duquesne property
option agreenent.

On July 4, 2007 trading of the Conpany's shares were changed fromthe NEX to
Tier 2 on the TSX Venture Exchange.
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On July 6, 2007, the Conpany received $10, 000 for issuing 50,000 conmon shares
at $0.20 fromthe exercise of stock options.

On July 11, 2007, the Conpany announced the appointnment of Fred Archibald, P.
Geo., APGO OGQ as Vice-President of Exploration. The Conpany granted M.
Archi bal d 300,000 stock options exercisable at $2.00 per share until July 11,
2009.

On July 12, 2007, the Conpany announced the appointnent of M chael Mson as
Vi ce-President of Corporate Affairs. The Conpany granted M. Mason 400, 000
stock options exercisable at $1.90 per share until July 12, 2009.

On August 7, 2007, the Company announced that the first seven BQ core drill
hol es west of the old workings have been conpleted, and the results fromthe
first four hol es have been received.

On August 22, 2007, the Conmpany announced the resignation of Mke Mustakis
fromthe Board of Directors.

The foll owi ng events occurred subsequent to Septenber 30, 2007:
Private Placenent Conpleted

On Cctober 9, 2007, the Conpany conpleted a non-brokered fl owthrough private
pl acement of $1,500,000 through the sale of 612,243 flowthrough units (FT
Units) (each unit consisting of one comobn share and one warrant) at a price
of $2.45 per Unit. Each warrant is exercisable until October 9, 2009 at a
price of $2.60 per share. The Company granted 61, 224 non-fl owthrough agent’s
options exercisable at $2.45 per option until October 9, 2009 as part of a
finder’'s fee. Each option is exercisable into one Unit (each unit consisting
of one common share and one warrant). Each warrant is exercisable at $2.60
per share until October 9, 2009. The Conpany issued 30,612 common shares
valued at $73,163 for the remaining finder's fee. The Conpany also paid
$75,000 cash for due diligence fees which have been recorded as share issue
costs.

On Cctober 9, 2007, the Conpany conpleted a non-brokered private placenent of
$1, 000, 000 through the sale of 500,000 hard dollar Units (each unit consisting
of one common share and one warrant) at a price of $2.00 per Unit. Each
warrant is exercisable until October 9, 2009 at a price of $2.10 per share.
The Conpany granted 50,000 agent’s options exercisable at $2.00 per option
until Cctober 9, 2009 as part of a finder’'s fee. Each option is exercisable
into one Unit (each unit consisting of one comon share and one warrant).
Each warrant is exercisable at $2.10 per share until OCctober 9, 2009. The
Conpany issued 25,000 common shares valued at $59,750 for the renmining
finder's fee. The Conpany al so paid $50, 000 cash for due diligence fees which
have been recorded as share issue costs.

On Cctober 10, 2007, the Company announced that the TSX Venture Exchange
accepted filing documentation for the non-brokered private placenments
previously announced on Septenmber 17, 2007, OCctober 1, 2007 and Cctober 4,
2007.

Di rect or Appoi nted

On Cctober 12, 2007, the Conpany announced that it appointed M. Harry Mller
to the Conpany’s Board of Directors.

Change of President

On Cctober 23, 2007, N ck Segounis resigned as President of the Conpany. The
Conpany al so announced the appointrment of Harry MIller as the Company’s new
Presi dent .
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Three Months Ended Septenber 30, 2007 vs. Three Mnths Ended Septenber 30
2006

Results of Operations

Sunmary of Quarterly Results

For the Quarters Ended

Sept enber 30, Sept enber 30,

2007 2006
Total assets $1, 984, 782 $609, 241
Wor ki ng capital 1, 151, 864 532, 558
Shar ehol ders’ equity 1, 932,577 592, 590
| ncone 13, 978 5, 468
Net income (I o0ss) (175, 131) (36, 164)
Earni ngs (| oss) per share (0.02) (0.01)

Signi ficant changes in key financial data from 2006 to 2007 can be attri buted
to incone generated from interest earned on term deposits, $10,000 received
from exercised stock options, recognition of stock-based conpensation, the
i ssuance of 1,999,998 flowthrough comon shares for proceeds of $1,499, 999
and the comrencenent of an expl oration programon the Duquesne Gold Project.

The Company has not paid any dividends on its common shares. The Conpany has
no present intention of paying dividends on its common shares, as it
anticipates that all available funds will be invested to finance the growth of
its business.

The Conmpany had a net |oss of $175,131 (2006 - $36,164) during the three nonth
peri od ended Septenber 30, 2007. Sone of the significant expenses are as
fol | ows:

e Consulting fees of $4,500 (2006 - $Nil) increased as result of a recently
appoi nted director providing consulting services.

e Filing and transfer agent fees of $12,488 (2006 - $2,778) are significantly
hi gher than the conparative year as a result of fees being incurred for the
option agreenent wth Duquesne Gold Mnes Ltd. and the 1,999,998 flow
t hrough private placement which was conpleted on July 3, 2007.

e Insurance expense of $13,900 (2006 - $Nil) increased significantly as the
Conpany recently obtained Director and Oficer liability insurance.

e Investor relations of $53,635 (2006 - $Nil) increased as a result of the
Conpany entering into a 6-week pronotional canpaign with Take 5 Solutions
Inc. of Boca Raton, Florida, U S A

e Ofice and miscellaneous of $1,370 (2006 - $805) is higher than the
conparative year as a result of increased business activity.

e Professional fees (accounting, audit and l|legal fees) of $6,208 (2006 -
$6,441) are simlar to the conparative period.

e Stock-based conpensation of $89,971 (2006 - $31,266) was recognized in the
current year as a result of the Company granting stock options.

e Travel and related expense of $7,013 (2006 - $339) increased significantly
fromthe previous year as a result of increased business activity and work
related to the option agreenment with Duquesne Gold M nes Ltd.

During the period, the Conpany earned $13,978 (2006 - $5,468) in interest
i ncome fromcash held in a termdeposit.
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Interest incone is higher in the current period as a result of the Conpany
successfully having nore cash invested in term deposits.

Liquidity and Capital Resources

Sept enber 30, June 30,

2007 2007

Wor ki ng capital $1, 151, 864 $352, 016
Deficit (2,868,058) (2,692,927)

Net cash provided by (used in) operating activities during the three nonth
period ended Septenber 30, 2007 was ($141,573) (2006 — $12, 393). The cash
(used in) provided by operating activities consists primarily of operating
costs and the change in non-cash working capital itens.

Net cash used in investing activities during the three nonth period Septenber
30, 2007 was $651,515 (2006 - $60, 000). Pursuant to the Duquesne property
option agreenment, the Conpany paid $450,000 which was recorded as mneral
property acquisition costs.

Net cash provided by financing activities during the three-nonth period ended
Sept enber 30, 2007 was $1,433,499 (2006 - $Nil). During the current period
t he Conpany received gross proceeds of $1,499,999 from a non-brokered private
pl acenent of 1,999,998 flowthrough units priced at $0.75 per unit. In the
previous fiscal year the Conpany paid $75,000 in deferred financing costs,
whi ch have now been transferred to share issue costs along with the current
$1,500 in issue costs. The Conpany al so received $10,000 fromthe exercise of
50, 000 stock options at $0.20 per share.

There can be no assurance that the Conpany will be able to obtain adequate
financing in the future or that the ternms of such financing will be favorable.
If adequate financing is not available when required, the Conpany nay be
required to delay, scale back or elimnate various prograns and nmay be unabl e

to continue in operation. The Conpany nmay seek such additional financing
t hrough debt or equity offerings, but there can be no assurance that such
financing will be available on ternms acceptable to the Conpany or at all. Any
equity offering will result in dilution to the ownership interests of the

Conpany’s shareholders and may result in dilution to the value of such
i nterests.

Fi scal 2007 Ended June 30, 2007 vs. Fiscal 2006 Ended June 30, 2006
The followng is a summary of significant events and transactions that
occurred during the year ended June 30, 2007:

a. On 7/ 14/ 2006, the Conpany granted 923,000 stock options to a director
officer and a former enployee that are exercisable at $0.20 per share
until 7/14/2008.

b. On 9/20/2006, the Conpany signed an option agreenment whereby it may

acquire all of the issued shares of Duquesne Gold Mnes Ltd.
(“Duquesne”), a private Canadi an mneral exploration conpany, fromthe
sharehol ders of Duquesne (“Optionor”). The mmin asset of Duquesne is

the Duquesne Gold Project that includes fifty five mneral clainms and
one nining concession |ocated in Destor Township, Quebec.

C. On 11/20/ 2006, the Company announced the cancellation of 436,500
out st andi ng stock options that had been granted on 7/14/2006.

d. On 11/20/2006, the Conpany granted 100,000 stock options that are
exerci sable at $0.31 per share until 11/20/2008.

e. On 2/20/ 2007, the Conpany appointed Dean Rogers as a Director of the
Company.

f. On 2/272007, the Conpany received $31,000 for issuing 100,000 common
shares at $0.31 fromthe exercise of stock options

g. On 3/7/2007, the Conpany announced the appoi ntnment of |an Beardnore as
the Conpany’s Chief Financial Oficer
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h. On 3/7/2007, the Conpany announced the resignation of Sandra Mdrton as
the Conpany’s Corporate Secretary and the appointnment of George
Kanolis as the Conpany’s new Corporate Secretary.

i On 3/7/2007, the Conpany granted an additional 225,000 options to the
two newy appointed officers that are exercisable at $0.77 per share
until 3/7/2008.

j- On 4/23/2007, the Conpany announced a proposed non-brokered private
pl acenment of 1,999,998 wunits priced at $0.75 per unit. Private
pl acenent closed on 7/3/2007, subsequent to fiscal yearend, raising
$1.5 mllion.

Sel ect ed Annual Data

Year Ended

June 30

2007

I nterest |ncone $19, 191
Net I ncone (Il oss) (%345, 260)
Basic and Diluted EPS ($0. 04)
Wor ki ng Capi t al $352, 016
Shar ehol ders Equity $565, 738
Total Assets $731, 538

The Conpany earns interest incone fromcash held in a term deposit.

The Conpany has not paid any dividends on its conmon shares. The Conpany has
no present intention of paying dividends on its combn shares, as it
anticipates that all available funds will be invested to finance the growth of
its business.

Summary of Quarterly Results

June 30 March 31 Decenber 31 Septenber 30

2007 2007 2006 2006

I nterest |ncone $4, 426 $4,512 $4, 785 $5, 468
Net | ncone (Loss) (%91, 460) (%191, 039) (%26, 597) (%36, 164)
EPS ($0.01) ($0. 02) ($0.01) ($0.01)
Wor ki ng Capit al $352, 015 $523, 428 $516, 534 $532, 558
Shar ehol ders’ Equity $565, 738 $611, 599 $586, 793 $592, 590
Total Assets $731, 538 $614, 088 $589, 663 $609, 241

Results of Operations
The Conpany had a net |oss of ($345,260) [2006 = ($19,718)] during the year
ended 6/30/2007. Sone of the significant expenses are as follows:

a. Filing and transfer agent fees of $28,126 [2006 = $9,211] were
significantly higher than the conparative year as a result of fees
being incurred for the option agreement with Duquesne Gold M nes Ltd.
and the 1,999,998 flowthrough private placenent which was conpleted
on 7/3/2007;

b. Ofice and m scel l aneous of $2,393 [2006 = $1,853] is higher than the
conparative year as a result of increased business activity;

C. Prof essional fees [accounting, audit and |egal fees] of $42,037 [2006
= $21,119] are significantly higher than the conparative year as a
result of nore professional services being required for the option
agreenent with Duquesne Gold M nes Ltd.

d. St ock- based conpensation of $282,510 [2006 = $Nil] was recognized in
the current year as a result of the Conpany granting stock options;
and

e. Travel and telephone expense of $8,957 [2006 = $2,592] increased
significantly fromthe previous year as a result of increased business
activity and work related to the option agreenent w th Duquesne Gold
M nes Ltd.
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During the year, the Conpany earned $19,191 [2006 = $16,066] in interest
i ncome from cash held in a term deposit. Interest income is higher in the
current year as a result of the Conpany successfully negotiating a higher rate
of interest for its termdeposit.

Net Incone (loss) during Fiscal 2007 was ($345,260) versus ($19,718) during
the prior fiscal year. Basic and diluted earning (loss) per share was ($0.04)
versus ($0.01). Weighted Average Nunber of Shares used in the cal cul ation of
| oss per share: 9,269,029 versus 9, 299, 029.

Liquidity and Capital Resources

Total assets in Fiscal 2007 were higher than the conparative years. The
increase was primarily attributed to the capitalization of deferred financing
costs and deferred acquisition costs related to the Duquesne Gold Project.

Significant changes in key financial data from 2006 to 2007 can be attri buted
to income generated frominterest earned on termdeposits, funds received from
exerci sed stock options, recognition of stock-based conpensation, deferred
acquisition costs related to the option agreenent with Duquesne Gold M nes
Ltd. The Conpany al so capitalized $75,000 in deferred financing costs rel ated
to the 1,999,998 flowthrough private placenent that was conpl eted subsequent
to end of Fiscal 2007.

The working capital position of the Conpany decreased during the current
fiscal year as a result of increased business activity and incurring costs
related to the private placenent and opti on agreenent wi th Duquesne Gold M nes
Ltd. On 2/27/2007, the Conpany received $31,000 for issuing 100,000 comon
shares at $0.31 fromthe exercise of stock options.

Cash Used in Fiscal 2007 ended 6/30/2007 Operating Activities totaled
($42,645) including the ($345,260) Net Loss. Si gnificant adjustnents
i ncl uded: stock-based conpensation related to stock option grants of $282,510;
and $20,094 in changes in non-cash working capital balances related to
operations. Cash Used in Fiscal 2007 Investing Activities was ($88,990), for
deferred acquisition costs. Cash provided from Fiscal 2007 Financing
Activities was $31, 000, fromthe exercise of stock options.

Rel ated Party Transactions
During Fiscal 2007, the Conpany paid or accrued $15,792 (2006 = $7,016) in

| egal fees to Hemsworth Schmidt, a law firmin which WIIliam Schm dt, director
of Cifton Star, is a partner, and $35,962 (2006 = $Nil) in geologica
consulting fees to F.T. Archibald Consulting Ltd., a conpany controlled by
Frederick Archibald, an officer of Cifton Star

I ncluded in accounts payable is $36,792 (2006 = $2,006) due to a director and
conpani es control |l ed by common directors.

These transactions were in the nornmal course of operations and were neasured
at the exchange anount, which is the anpbunt of consideration established and
agreed to by the related parti es.

Financial Instrunents and Qther Instrunments

The Company's financial instrunments consist of cash, receivables and accounts
payabl e and accrued liabilities. Unl ess otherwi se noted, it is nanagenent's
opi nion that the Conmpany is not exposed to significant interest, currency or
credit risks arising from these financial instrunents. The fair value of
these financial instruments approximates their carrying values, unless
otherwi se noted. The Conpany does not use derivative instruments or foreign
exchange contracts to hedge against gains or |osses arising from foreign
exchange fl uctuati ons.

Credit Risk
The Conpany does not believe it is subject to any significant credit risk
although cash is held in excess of federally insured limts, wth nmgjor

financial institutions.
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Fi scal 2006 Ended June 30, 2006 vs. Fiscal 2005 Ended June 30, 2005

The Conpany spent Fiscal 2006 and Fiscal 2005 in the process of reorganizing
and reevaluating its business operations and future opportunities. The
Conpany continued to actively seek out investnment opportunities.

The following is a sunmary of significant events and transactions that
occurred during the year

a. On 8/31/2005, the 375,000 comopn shares previously held in escrow with
a value of $3,750 were cancel | ed.

b. The Company held its Annual General Meeting on 12/15/2004 in
Vancouver, British Col unbia. The Conpany adopted new Articles in
order to conply with the Business Corporations Act, SBC 2002.

d. During Fiscal 2005, the Conpany issued 1,054,000 comobn shares as a
result of the exercise of stock options.

d. A Canadian court ruled in favor of the Conpany’'s |egal claim against
SNT Sat conm Networ ki ng Technol ogy Inc. (“Satcomm), related to a |oan
to Satcomm associated with a subsequent failed attenpted acquisition
of Satcomm The Suprenme Court of British Colunbia ordered that the
counterclaim filed by Satcomm be disnissed. In response, Satcomm
filed for bankruptcy after the judgment required themto pay $250, 000
plus 10% accrued interest of $107,054. Managenent of the Conpany
determned the amunt not to be collectible due to Satcomis
bankruptcy, and accordingly wote-off the anpbunt to operations during
Fi scal 2004.

Sel ect ed Annual Data

Year Ended
June 30, 2006
Interest Incone $16, 066
Net I nconme (Il oss) (%19, 718)
Basic and Diluted EPS ($0.01)
Wor ki ng Capi t al $597, 453
Shar ehol ders Equity $597, 488
Total Assets $608, 549
Sunmary of Quarterly Results
June 30 March 31 Decenber 31 Septenber 30
2006 2006 2005 2005
I nterest |ncone $6, 643 $3, 247 $3, 402 $2, 774
Net | ncone (Loss) (%5,473) (%2, 625) (%7,178) (%4, 442)
EPS ($0.01) ($0.01) ($0.01) ($0.01)
Wor ki ng Capit al $597, 453 $602, 922 $605, 544 $612, 718
Shar ehol ders’ Equity $597, 488 $602, 961 $605, 586 $612, 764
Total Assets $608, 549 $604, 202 $615, 048 $622, 211

Cash Used in Fiscal 2006 ended 6/30/2006 for Operating Activities totaled
($26, 257), including the ($19,718) Net Loss. Significant adjustnents included
an increase of receivables of ($9,868), an increase of prepaids of ($1,250),
and an increase in accounts payable and accrued liabilities of $4,564. Cash

Used in Fiscal 2006 Investing Activities was $nil. Cash provided from Fi sca
2006 Financing Activities was $Nil, as no common shares were issued during the
year.

Rel ated Party Transactions
During Fiscal 2007, the Conpany paid or accrued $7,016 (2005 = $5,089) in

| egal fees to Hemsworth Schnmidt, a law firmin which WIIliam Schm dt, director
of difton Star, is a partner

I ncluded in accounts payable is $2,006 (2005 = $Nil) due to a related party.
This anpbunt is non-interest bearing and has no formal terns of repaynent.
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These transactions were in the nornmal course of operations and were neasured
at the exchange anount, which is the anpbunt of consideration established and
agreed to by the related parti es.

Financial Instrunents and Qther Instruments

The Company's financial instrunments consist of cash, receivables and accounts
payabl e and accrued liabilities. Unl ess otherwi se noted, it is nanagenent's
opi nion that the Conmpany is not exposed to significant interest, currency or
credit risks arising from these financial instrunments. The fair value of
these financial instruments approximates their ~carrying values, unless
ot herw se not ed.

Fi scal 2005 Ended June 30, 2005 vs. Fiscal 2004 Ended June 30, 2004

The Conpany spent Fiscal 2005 and Fiscal 2004 in the process of reorganizing
and reevaluating its business operations and future opportunities. The
Conpany continued to actively seek out investnment opportunities.

There were no significant events and transactions that occurred during the
year.

Sel ect ed Annual Data

Year Ended
June 30, 2005
Interest Incone $9, 453
Net I ncone (Il oss) (%24, 300)
Basic and Diluted EPS ($0.01)
Wor ki ng Capi t al $617, 156
Shar ehol ders Equity $617, 206
Total Assets $623, 703
Sunmary of Quarterly Results
June 30 March 31 Decenber 31 Septenber 30
2005 2005 2004 2004
Interest |Incone $3, 078 $1, 763 $2, 274 $2, 338
Net | ncone (Loss) (%5, 942) ($7, 866) (%9, 187) (%1, 305)
EPS ($0.01) ($0.01) ($0.01) ($0.01)
Wor ki ng Capi t al $617, 156 $517, 693 $525, 553 $534, 735
Shar ehol ders’ Equity $617, 206 $517, 748 $525, 614 $534, 801
Total Assets $623, 703 $518, 702 $528, 397 $539, 702

Cash Used in Fiscal 2005 ended 6/30/2005 for Operating Activities totaled
($25,384), including the ($24,300) Significant adjustnments included an
i ncrease of receivables of (%$4,044), a decrease of prepaids of $1,250, and an
i ncrease in accounts payable and accrued liabilities of $1,689. Cash Used in
Fiscal 2005 Investing Activities was $nil. Cash provided from Fiscal 2005
Financing Activities was $62,700, with the entire anpbunt from the issuance of
capital stock fromthe exercise of stock options.

Rel ated Party Transactions
During Fiscal 2005, the Conpany paid or accrued $5,089 (2004 = $4,863) in

| egal fees to Hemsworth Schnmidt, a law firmin which WIliam Schm dt, director
of difton Star, is a partner

I ncluded in accounts payable is $Nil (2004 = $4,400) due to a related party.
This anpbunt is non-interest bearing and has no formal terns of repaynent.

These transactions were in the nornmal course of operations and were neasured

at the exchange anount, which is the anpbunt of consideration established and
agreed to by the related parti es.
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Financial Instrunents and Qther Instruments

The Company's financial instrunments consist of cash, receivables and accounts
payabl e and accrued liabilities. Unl ess otherwi se noted, it is nanagenent's
opi nion that the Conmpany is not exposed to significant interest, currency or
credit risks arising from these financial instrunents. The fair value of
these financial instruments approximates their <carrying values, unless
ot herw se not ed.

5.C.  Research and devel opnent, patents and |licenses, etc.
The Conpany conducts no Research and Developnent activities, nor is it
dependent upon any patents or |icenses.

5.D. Trend information

The Conpany knows of no trends, uncertainties, demands, commtnments or events
that are reasonably likely to have a material effect on the Conpany’'s
operations or financial condition.

5.E. Of-Bal ance Sheet Arrangenents
The Conpany has no O f-Bal ance Sheet Arrangenents.

5. F. Tabular disclosure of contractual obligations
Under the terns of the Duquesne Gold Mnes Ltd. acquisition agreenent, the
Conpany is obligated to make the foll owi ng expenditures and paynents:

Table No. 6
Contractual Obligations
Tot al Less than 1 1-3 years 3-5 years Mor e t han
year 5 years
Long Term Debt Obligations
Capital (Finance) Lease
Ol i gations
Operating Lease Obligations
Purchase Obligations $5, 350, 000 $1, 450, 000 $1, 450, 000 $2, 450, 000 Ni |

O her Long-TermLiabilities

Refl ected on the Conpany’s Bal ance
Sheet under the GAAP of the
primary financial statenents

5.G__ Safe harbor.
Not Applicabl e

I TEM 6. DI RECTORS, SEN OR MANAGEMENT, AND EMPLOYEES

6.A. Directors and Senior Managenent

Table No. 7
Directors and Seni or Managenent

January 1, 2008

Date First

El ected or
Nane Posi ti ons Age Appoi nt ed
Frederick T. Archibald (2) VP Expl oration 56 July 2007
| an Beardmore (3)(1) Chi ef Financial Oficer 67 March 2007
George Kanal os (4) Cor porate Secretary 63 March 2007
M chael Mason (5) VP Corporate Affairs 63 July 2007
Harry MIller (6)(1) Presi dent/ CEQ Di r ect or 73 July 2007
Dean S. Rogers (7) Director 72 February 2007
Ni kol aos Segounis (8) (1) Director 64 Decenber 1992

(1) Menber of Audit Conmittee
(2) He spends about 100% of his time on the affairs of the Conpany.
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spends about 10% of his tinme on the affairs of the Conpany.
spends about 1% of his time on the affairs of the Conpany.
spends about 2% of his time on the affairs of the Conpany.
spends about 100% of his tine on the affairs of the Conpany.
spends about 5% of his time on the affairs of the Conpany.
spends about 1% of his time on the affairs of the Conpany.

ESCEEE
F555F%F

Frederick Archibald, VP Exploration of the Conmpany, is a professional
geol ogi st with over twenty nine years experience. For the past five years he
has worked as an independent geological consultant. He is a graduate of
Carleton University located in Otawa, Ontario.

lan Beardnore, Chief Financial Oficer of the Conpany, is a Chartered
Accountant and a nenber of the British Colunmbia Institute of Chartered
Accountants. He has a Bachelor of Arts degree fromthe University of British
Col unbi a, received 1964. From 1985 to August 2006, he was associated with the
firme of Men and Conmpany (and its predecessors, Men & Jorgensen and
Jorgensen Beauchanp), Chartered Accountants, where he handl ed personal and
corporate taxation and audits of reporting conpanies’ accounts in the
securities area. Si nce Septenmber 2006, he has been affiliated with M chael
T. Studer, CPA, PC of New York; continuing with USA-conpany audits of
reporting conpani es and ot her private conpany accounts.

CGeorge Kanal os, Corporate Secretary of the Conpany, is a self-enployed
nort gage broker. He has a degree in History from the Gymmasium at Kosice
Sl ovak Republic, received in 1968. He has been President of Eastside Mrtgage
Conpany since 1978, full time since 1988. From 1983 to 1988, he held |oan
of ficer positions at several banks in Washi ngton, USA.

M chael Mason, VP Corporate Affairs of the Conpany, is a mning engineer with
nore than 35 years experience in the mnerals industry. He has a B.S. degree
in Metallurgical Engineering from the University of Arizona. M. Mason's
post - graduat e study includes Labor Rel ations and Metallurgi cal Engi neering and
the conpletion of an MBA fromthe University of California at Los Angeles. He
has hel d engi neering and managenent positions w th nunmerous well-known firnms,
i ncluding ASARCO, Marc Rich & Co., St. Joe Mneral, Brandeis, Continental
Grain, Balfour Maclain, Metalleesellschaft, and Novarco. |In 1997, he forned
a consulting firm Mneral Services LLC, through which M. Mason has provided
services to nany mneral firns evaluating, developing and/or enhancing the
performance of mneral properties and he becanme actively involved with a
nunber of developnent firns, including MBM Resources Inc. In 2002, the
sharehol ders restructured MBM's nmanagenent; at which tinme, M. Mson assuned
the position of President/Director of the firm Since 2000, he has been a
director of ECU Silver Mnes Inc.; since 2004, a director of dobal Cold
Corp.; and since 2003, a director of Euronmax Ltd.

Harry Mller, President/CEQ Director of the Conmpany, has over forty vyears
experience in the managenent of mning and non-m ning public conpanies. He
has a Bachelor of Commerce Degree from the University of British Colunbia,
received in 1957. In 1999 he founded Medina Coffee Inc. from 1999 and was its
President until 2004 when he retired. He was appointed Vice President of
Cifton Star in July 2006, Director in COctober 2007, and President/CEO in
Oct ober 2007. M. Mller is also an officer and director of Preferential
Equities Corp., a devel opnent stage conpany that is a reporting issuer in the
United States.

Dean S. Rogers, Director of the Conpany, is a graduate of Queens University

(BA in geology — 1958). He is currently a nenber of the Association of
Pr of essi onal Geol ogists of Ontario. From 1958 to 1988, he was enployed by
both major mning and junior exploration conpanies. He entered private

practice in 1988 and has consulted for various major firns including Chevron,
Col df i el ds, Cananmax, Pentland Firth, Kinross, TVX and Echo Bay; and from 2003
to 2005 he was a consultant and director for the former Holmer Gold M nes
before it amal gamated with Lakeshore Gol d.
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Ni ckol aos (N ck) Segounis, Director of the Conpany, has been a professiona
i nvestor since Septenber 1970. He is President of Kaplani Holdings Ltd., a
private investnment conmpany. M. Segounis has been an investor in nunerous
junior resource and devel opment stage conpanies, and has also served as an
of ficer and director of several junior conpanies in Canada. M. Segounis has
been a Director of Cifton Star since Decenber 1992, and served as President
of Clifton Star from Novermber 1994 until the appointment of M. Mller in
Oct ober 2007.

The Directors have served in their respective capacities since their election
and/ or appointnment and will serve until the next Annual GCeneral Meeting or
until a successor is duly elected, unless the office is vacated in accordance
with the Articles of Incorporation of the Conpany.

The Seni or Managenent serves at the pleasure of the Board of Directors.

The Board has adopted a witten Code of Business Ethics to pronpte a culture
of ethical business conduct and relies upon the selection of persons to and as
directors, officers and enployees who they consider to neet the highest
et hi cal standards.

No Director and/or Senior Managenment has been the subject of any order,
judgrment, or decree of any governnental agency or admnistrator or of any
court or competent jurisdiction, revoking or suspending for cause any |icense,
permt or other authority of such person or of any corporation of which he is
a Director and/or Senior Managenent, to engage in the securities business or
in the sale of a particular security or tenporarily or permanently restraining
or enjoining any such person or any corporation of which he is an officer or
director from engaging in or continuing any conduct/practice/enploynment in
connection with the purchase or sale of securities, or convicting such person
of any felony or msdeneanor involving a security or any aspect of the
securities business or of theft or of any felony.

During the last five years, no material Canadi an/USA regul atory actions were
t aken agai nst any officer/director or conpanies they were affiliated wth.

There are no famly rel ationships between any Directors or Seni or Managenent.
There are no arrangenents or understandings wth mmjor sharehol ders,

customers, suppliers or others, pursuant to which any person referred to above
was selected as a Director or nenber of senior nanagenent.

6.B. Conpensation

Di rect or Conpensation

The Company has no program for conpensating Directors for their service as
directors. Directors are entitled to reinbursement for reasonable travel and
ot her out-of-pocket expenses incurred in connection wth attendance at
nmeetings of the Board of Directors. The Board of Directors may award specia
remuneration to any Director undertaking any special services on behalf of the
Conpany other than services ordinarily required of a Director. O her than
i ndi cated below no Director received any compensation for his services as a
Director, including commttee participation and/or special assignnents.

Seni or _NManagenent /Di rector Cash Conpensation

Total cash compensation accrued and/or paid (directly and/or indirectly)
(refer to ITEM #7B for information regarding indirect payments) to all Senior
Managenent during Fiscal 2007 ended 6/30/2007 was $15, 792.
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Table No. 8 details conpensation paid/accrued for

Fi scal

2007/ 2006/ 2005 ended

June 30th for the Senior Managenent and Directors.
Table No. 8
Seni or Managenent
Sunmary Conpensation Tabl e
Annual Compensati on Long Term Conpensati on
Awar ds Payout s
Securit
ies
Under | Shares/ Units
Narme and O her | Option/ Subj ect to All
Pri nci pal Fi scal Annual SARs Resal e LTI P O her
Position Year | Sal ary | Bonus Conp. | Granted Restrictions | Payouts Conp.
Harry MTTer 2007 N A Ni | Ni | 436, 500 N T Ni | N T
Presi dent / CEO 2006 N A Ni | Ni | Ni | N A N A Ni |
2005 N A Ni | Ni | Ni | N A N A Ni |
l'an Beardnore 2007 Ni | Ni | Ni | 150, 000 Ni | Ni | Ni |
Chi ef Fi nanci al 2006 Ni | Ni | Ni | Ni | N A N A Ni |
O ficer 2005 Ni | Ni | Ni | Ni | N A N A N A
George Kanal o 2007 Ni | Ni | Ni | 75, 000 Ni | Ni | Ni |
Cor por at e 2006 Ni | Ni | Ni | Ni | N A N A Ni |
Secretary 2005 Ni | Ni | Ni | Ni | N A N A Ni |
N kol aos Segouni s 2007 Ni | Ni | Ni | Ni | Ni | Ni | Ni |
For mer 2006 Ni | Ni | Ni | Ni | Ni | Ni | Ni |
Presi dent / CEO 2005 Ni | Ni | Ni | 427, 000 Ni | Ni | Ni |
W Tiam Schni dt 2007 Nl Ni | Ni | 50, 000 Nl N $15, 792
For mer 2006 Ni | Ni | Ni | 50, 000 Ni | Ni | $ 7,016
Corp. Secretary 2005 Ni | Ni | Ni | Ni | Ni | Ni | $ 5,089
Ootions/ SARs Granted/ Cancelled During The Mdst Recently Conpl eted Fiscal Year
At the beginning of Fiscal 2007, the nost recently conpleted fiscal year,
there were no stock options outstanding. During Fiscal 2007, 1,248,000 stock
options were granted to Senior Managenent, Directors, and enployees/
consul tants. During Fiscal 2007, no SARs (stock appreciation rights) were
gr ant ed. During Fiscal 2007: 436,500 stock options were cancelled (a former
enpl oyee); and none were re-priced.
Table No. 9
Stock Option Grants in Fiscal 2007 Ended 6/30/2007 and Fiscal 2008 to
11/ 30/ 2007
Per cent
o Mkt . Val ue
Tot al of
Opti ons Securities
Grant ed Exerci se Under | yi ng
Nurber of Duri ng Price Options on
Opti ons Fi scal per Expiration Dat e of
Narme G ant ed Year Shar e Grant Date Dat e G ant
Oficers/Director
Harry M1 ler 436, 500 29% $0. 20 07/ 14/ 2006 07/ 14/ 2008 $0. 19
W liam Schm dt 50, 000 3% $0. 20 07/ 14/ 2006 07/ 14/ 2011 $0. 19
Fred Archibal d 300, 000 20% $2. 00 07/ 11/ 2007 07/ 11/ 2009 $1.85
| an Bear dnor e 150, 000 10% $0. 77 03/ 07/ 2007 03/ 07/ 2009 $0. 96
M chael Mason 400, 000 26% $1.90 07/ 12/ 2007 07/ 12/ 2009 $1.87
Geor ge Kanal os 75, 000 5% $0. 77 03/ 07/ 2007 03/ 07/ 2008 $0. 96
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Consul t ant 100, 000 7% $2.50 10/ 19/ 2007 10/ 19/ 2009

Total QD 1,411, 500 93%
Enpl oyee/ Consul t ant 100, 000 % $0.31  10/20/2006 10/ 20/ 2008
TOTAL 1,511, 500 100%

$0. 42

Options/ SARs Exercised During The Most Recently Conpleted Fiscal Year

During the nost recently conpleted fiscal year, 100,000 stock options were
exerci sed by Senior Managenent, Directors and/or enployees/consultants. No
SARs (stock appreciation rights) were exercised during this period.

The following table gives certain information concerning stock option
exerci ses during Fiscal 2007 by the Conpany’s Senior Managenent and Directors.
It also gives informati on concerning stock option val ues.

Table No. 10
Aggregated Stock Options Exercises in Fiscal 2007
Fi scal Yearend Unexercised Stock Options
Fi scal Yearend Stock Option Val ues
Seni or Managenent/Di rectors

Nurber of

Unexer ci sed

Options at

Nunber of Fi scal

Shar es Aggr egat e Year - End

Acqui red on Val ue Exer ci sabl e/

Nane Exerci se Real i zed Unexer ci sabl e
Harry M1l er Ni | Ni | 436, 500/ ni |
I an Beardnore Ni | Ni | 150, 000/ ni |
Geor ge Kanal os Ni | Ni | 75, 000/ ni |
W IIliam Schm dt 50, 000 $90, 000 ni |
Stock Options. The Company may grant stock options to Directors, Senior

Managenment and enpl oyees. Refer to |ITEM #6.E., “Share Ownership” and Tables
No. 7/8/9/10/11 informati on about stock options.

Change of Control Renuneration.

The Conmpany has no plans or arrangenents in respect of renuneration received
or that may be received by Senior Managenent of the Conpany in Fiscal 2007 to
conpensate such officers in the event of termnation of enploynment (as a
result of resignation, retirement, change of control) or a change of
responsibilities following a change of control, where the value of such
conpensati on exceeds US$100, 000 per Seni or Managenent.

O her Conpensati on. No Senior Management and/or Director received “other
conpensation” in excess of the lesser of US$25, 000 or 10% of such officer's
cash conpensation, and all Senior Managenent/Directors as a group did not
receive other conpensation which exceeded US$25,000 tinmes the nunber of
persons in the group or 10% of the conpensation, other than disclosed in Table
No. 7, | TEM #6B and | TEM #7B.

Pensi on/Retirenment Benefits. No funds have been set aside or accrued by the
Conpany since incorporation to provide pension, retirenent or simlar benefits
for Directors or Senior Manhagenent.

Bonus/ Profit Sharing/ Non- Cash Conpensation. No Disclosure Necessary
Witten Managenent Agreenents. No Disclosure Necessary
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6.C. Board Practices

Al directors hold office until the next neeting of the shareholders of the
Conpany unless they resign or are renpved in accordance with the Conpany’s
Articles. Senior Managenent are appointed to serve at the discretion of the
Board of Directors. The Board of Directors and Committees of the Board
schedul e regul ar neetings over the course of the year.

The fundamental objective of the Board is to ensure that it operates in a
fashion that nmaxim zes shareholder value over the long term The Board’s
duties and responsibilities are all carried out in a manner consistent wth
that fundanental objective. The principal duty and responsibility of the
Board is to oversee the nmnagenent and operations of the Conpany, with the
day-t o-day managenent of the business and affairs of the Conpany del egated by
the Board to the CEO and ot her Seni or Managenent.

The Board' s responsibilities include overseeing the conduct of the Conpany’s
busi ness, providing |eadership and direction to its nanagenent, and setting
pol i ci es. Strategic direction for the Conpany is developed through the
Board’'s annual planning process. Through this process, the Board adopts the
operating plan for the comng vyear, and nonitors nmanagenent’s progress
relative to that plan through a regular reporting and revi ew process.

The Board has delegated to the President/CEO and other Senior Managenent
responsibility for the day-to-day managenent of the business of the Conpany.
Matters of policy and issues outside the nornmal course of business are brought
before the Board for its review and approval, along with all matters dictated
by statute and legislation requiring Board review and approval. The
Presi dent/ CEO and other Senior Managenent review the Conpany’s progress in
relation to the current operating plan at in-person and tel ephone-conference
Board neetings. The Board neets on a regular basis with and wthout
nmanagenent present. Fi nanci al, operational and strategic issues facing the
Conpany are reviewed, nonitored and approved at the Board neetings.

6.C.1. Terns of Office. Refer to ITEM6.A and | TEM 6. C.
6.C.2. Directors’ Service Contracts. No Disclosure Necessary
6.C. 3.

Board of Directors’ Conmittees.

The Conpany has an Audit and Finance Conmittee, which recomends to the Board
of Directors the engagenment of the independent auditors of the Conpany and
reviews with the independent auditors the scope and results of the Conpany’s
audits, the Conpany's internal accounting controls, and the professional
services furnished by the independent auditors to the Conpany. The current
menbers of the Audit Committee are: Nick Segounis (independent), Harry Ml er
and |an Beardnore. The Audit Conmmittee net one time during Fiscal 2007 and
has met one tinme during Fiscal 2008-to-date.

6.D. Enpl oyees
As of 11/30/2007, the Conpany had no enpl oyees. As of 6/30/2007 and 6/ 30/2006,
t he Conpany had no enpl oyees.

6. E. Share Ownership

The following table lists Directors and Senior Managenent who beneficially own
the Conmpany's voting securities, consisting solely of compn shares, and the
amount of the Conpany's voting securities owed by the Directors and Senior
Managenent as a group. The table also includes all persons/conpani es where
the Conpany is aware that they have 5% or greater beneficial interest in the
Conpany’s voting securities.
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Tabl e No. 11
Shar ehol di ngs of Directors and Seni or Managenent
Shar ehol di ngs of 5% Shar ehol ders
January 8, 2008

Armount and
Nat ure of Percent

Title of Benefi ci al of
C ass Name of Beneficial Oaner Onner shi p Cl ass
Conmon Ni kol aos Segounis (1) 1, 746, 500 13. 3%
Conmon Harry Mller (2) 841, 200 6. 4%
Conmon | an Beardnore (3) 150, 000 1.2%
Conmon George Kanal os (4) 75, 000 0. 6%
Conmon Frederick Archibald (5) 300, 000 2.3%
Conmon M chael Mason (6) 400, 000 3.1%
Conmon Dean Rogers (7) Ni | 0. 0%
Directors and Seni or Managenent Subt ot al 3,512, 700 24. 3%

(2) 427,000 of these shares represent currently exercisable share purchase
options.

(3) 436,500 of these shares represent currently exercisable share purchase
options.

(4) 150,000 represent currently exercisable stock options.

(5) 75,000 represent currently exercisable stock options.

(6) 300,000 represent currently exercisable stock options.

(7) 400,000 represent currently exercisable stock options.

# Based on 12,663,182 commobn shares outstanding at 1/8/2008, and warrants and
stock options held by each beneficial holder exercisable within sixty days.

Stock Options. Incentive stock options are granted by the Conpany in
accordance with the rules and policies of the TSX Venture Exchange, the
Busi ness Corporations Act (British Colunmbia), and the British Colunbia
Securities Conm ssion, including the nunber of conmon shares under option, the
exercise price and expiry date of such options, and any amendnents thereto.
The Conpany adopted its current formal witten stock option plan (the “Stock
Option Plan”) on 12/28/2007.

The principal purposes of the Conmpany’'s stock option program are to (a)
pronbte a proprietary interest in the Conpany anong the officers, directors
and enpl oyees of the Conpany and its affiliates, (b) retain and attract the
qualified officers, directors and enpl oyees the Conpany requires, (c) provide
a long-term incentive element in overall conpensation, and (d) pronote the
long-termprofitability of the Conpany.

The Stock Option Plan provides that stock options may be granted to directors,
of ficers, and service providers of the Conmpany (and any subsidiary of the
Conpany) . For the purposes of the Stock Option Plan, the ternms “enpl oyees”,
“consul tants” and “nmanagenent conpany enpl oyees” have the nmeanings set out in
TSX Venture Exchange Policy 4.4. In addition, the term“director” is defined
in TSX Venture Exchange Policy 4.4 to include directors, senior officers and
managenment conpany enpl oyees.

Under the Stock Option Plan, the Conpany’s board of directors (the “Board”)
may, from time to tine, designate a director or other senior officer or
enpl oyee of the Conpany as adnmnistrator (the “Admnistrator”) for the
purposes of adnministering the Plan. Currently, the Administrator is the
Cor porate Secretary of the Conpany.
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The Stock Option Plan provides for the issuance of stock options to acquire at
any time up to a maxi rum of 20% of the issued and outstandi ng common shares of

the Conpany (subject to standard anti-dilution adjustnents). If a stock
option expires or otherwise termnates for any reason w thout having been
exercised in full, the nunber of comon shares reserved for issuance under

that expired or termnated stock option shall again be available for the
purposes of the Stock Option Plan. Any stock option outstanding when the
Stock Option Plan is terminated will remain in effect until it is exercised or
it expires. The Stock Option Plan provides that it is solely within the
di scretion of the Board to determ ne who should receive stock options and in
what anmpunts, subject to the foll owi ng conditions:

(a) options will be non-assignable and non-transferable except that they
will be exercisable by the personal representative of the option
hol der in the event of the option holder’s death;

(b) options nay be exercisable for a maxinum of five years from grant
dat e;

(c) options to acquire no nore than 5% of the issued shares of the Conpany
may be granted to any Insider and any Associ ates of such Insider.

(d) options to acquire no nore than 2% of the issued shares of the Conpany
may be granted to any one consultant in any 12 nonth peri od;

(e) options to acquire no nore than an aggregate of 2% of the issued
shares of the Conpany may be granted to an enployee conducting
investor relations activities (as defined in TSX Venture Exchange
Policy 1.1), in any 12 nonth peri od;

(f) options held by an option holder will be cancelled as of the date they
cease to be a director, officer, or Consultant. If the optionee ceases
to be a director, officer, enployee, or consultant due to his or her
death, than the option held by the optionee shall be exercisable to
acquire vested unissued shares at any tinme up to but not after the
earlier of 120 days after the date of death or the expiry date.

The nanes and titles of the Directors/Senior Managenent of the Conpany to whom
out standi ng stock options have been granted and the nunber of common shares
subject to such options are set forth in following table, as well as the
nunber of options granted to Directors/ Senior Managenent and all
enpl oyees/ consul tants as a group.

Tabl e No. 12
St ock Options Qutstanding
January 8, 2008

Nunber of
Opti ons
Granted or Exercise Price
Nane Remai ni ng per Share Grant Date Expiration Date
Oficers/Directors
Harry Mller 436, 500 $0. 20 07/ 14/ 2006 07/ 13/ 2008
M chael Mason 400, 000 $1.90 07/ 12/ 2007 07/ 12/ 2009
Frederick Archibald 300, 000 $2. 00 07/ 11/ 2007 07/ 11/ 2009
| an Bear dnore 150, 000 $0. 77 03/ 07/ 2007 03/ 07/ 2008
Geor ge Kanal os 75, 000 $0. 77 03/ 07/ 2007 04/ 07/ 2008
Total Officers/Directors 1, 361, 500
Enpl oyees/ Consul t ants 100, 000 $2.50 10/ 19/ 2007 10/ 19/ 2009
Agents Options 199, 999 $1. 00 07/ 03/ 2007 04/ 03/ 2008
if not, then at
$1. 25 01/ 03/ 2009
111, 224 $2. 60 10/ 10/ 07 10/ 10/ 09
Tot al 1,772,723

39



The Conpany al so has a Finance Commttee, which consists of WlliamE. Schm dt
(former director), Harry MIler and N ck Segounis. The Conpany also has a
Corporate Governance Conmittee, which consists of Harry MIller and N ck
Segouni s.

I TEM 7. NMAJOR SHAREHOLDERS AND RELATED PARTY TRANSACTI ONS

7.A. Mpj or Sharehol ders.

7.A.1.a. Holdings By Major Sharehol ders.
Refer to | TEM #6. E, and Tabl es No. 8/9/10/11.

7.A.1.b. Significant Changes in Mjor Shareholders’ Hol dings.

The participation in private placenents of equity by the Conpany and exercise
of stock options/share purchase warrants has |ead over the |last several years
to sone significant changes in the holdings of mjor shareholders (five
percent) direct/indirect holdings of conmmon shares.

Shar es Shar es Shar es

Omned Omned Omned

6/ 30/ 2007 6/ 30/ 2006 6/ 30/ 2005

Ni ckol aos Segouni s 1, 319, 500 1, 649, 500 1,113, 667

M chael Moust aki s 1, 048, 000 1, 008, 999 698, 666
Harry M1l er 404, 700 Ni | Ni

Bill Schm dt 11, 000 11, 000 11, 000
| an Bear dnore Ni | Ni | Ni
M chael Mason Ni | Ni | Ni
Frederick Archibald Ni | Ni | Ni |
Geor ge Kanal os Ni | Ni | Ni |
Dean Rogers Ni | Ni | Ni

7.A 1. c. Different Voting Rights. The Conpany’s nmmjor sharehol ders do not
have different voting rights.

7.A. 2. Canadian Share Omership. On 11/30/2007, the Conpany’s sharehol ders

l[ist showed 12,663,182 comon shares outstanding, wth 44 registered
shar ehol ders. 38 of these shareholders were resident in Canada, holding
12,277,282 common shares (representing about 97% of the issued/outstanding
shares); 6 registered shareholders were resident in the United States, holding
385, 900 conmon shares (representing about 3% ; and no registered sharehol ders
were resident in other countries.

The Conpany has researched the indirect holding by depository institutions and
other financial institutions; based on this research and other research into
the indirect holdings of other institutions, the Conpany estimates that it has
about 200 “holders of record” in Canada, holding approximtely 97% of the
out standi ng shares of the Conpany, and over 225 beneficial owners that own
100% of its comon shares.

7.A 3. Control of Conpany. The Conpany is a publicly owned Canadian
corporation, the shares of which are owned by Canadian residents, United
States’ residents, and other foreign residents. The Company is not controlled
by any foreign governnent or other person(s) except as described in |TEM
#4.A., “Hstory and Gowh of the Conpany”, and | TEM #6. E., “Share Oanershi p”

7.A.4. Change of Control of Conpany Arrangenents.
No Di scl osure Necessary

7.B. Related Party Transactions
During Fiscal 2007/2006/ 2005, the Conpany paid and/or accrued $15, 792, $7, 016,

and $5,089 in legal fees to a Hemsworth Schmdt, a law firm of which WIliam
Schmidt, a then Company’s director/officer, is a partner
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During Fiscal 2007, the Conpany paid and/or accrued $35,962 in geol ogica
consulting fees to F.T. Archibald Consulting Ltd., a conpany controlled by
Frederick Archibald, an officer of the Conpany.

Included in accounts payable at 6/30/2007, 6/30/2006 and 6/30/2005 is:
$36, 792, $2,006, and $nil due to a director and to conpanies controlled by
comon directors.

O her than as disclosed above and in the MD&A in | TEM #5, there have been no
transactions since 11/30/2007, or proposed transactions, which have materially
affected or wll nmaterially affect the Conpany in which any director,
executive officer, or beneficial holder of nore than 10% of the outstanding
common shares, or any of their respective relatives, spouses, associates or
affiliates has had or will have any direct or material indirect interest.
Managenent believes the transactions referenced above were on terns at |east
as favorable to the Conmpany as the Conpany could have obtained from
unaffiliated parties.

7.C. Interests of Experts and Counse
--- No Disclosure Necessary ---

| TEM 8. FI NANCI AL | NFORVATI ON

8.A. Statenents and Other Financial Information

The Company's financial statenents are stated in Canadian Dollars (CDN$) and
are prepared in accordance wth Canadian Generally Accepted Accounting
Principles (GAAP), the application of which, in the case of the Conpany,
conforms in all material respects for the periods presented with United States
GAAP, except as discussed in footnotes to the financial statenents.

The financial statenments as required under |TEM #17 are attached hereto and
found imediately following the text of this Registration Statenent. The
audit reports of Davidson & Conpany LLP, Chartered Accountants are included
herein i mredi ately precedi ng the financial statenents.

a. Audi t ed Fi nanci al Statenents:
For Fiscal 2007/2006/ 2005 Ended June 30th
b. Un- Audited I nterim Financi al Statenents
Three Mont hs Ended 9/ 30/ 2007 and 9/ 30/ 2006

8.A. 7. Llegal/Arbitration Proceedings
On 9/19/ 2007, the Conpany received a statenent of claimfroma fornmer enpl oyee
and a consultant. The conpensation sought in the claimis as foll ows:

a. An order requiring a director and a fornmer director of the Conpany to
sell 2,000,000 shares of the Conmpany at $0.38 per share and an
additional 1,000,000 shares at $0.65 per share to one of the
plaintiffs for their claim that the Conpany breached a contract
related to the Duquesne Gold Project.

b. An order requiring the delivery of 436,500 options exercisable at
$0. 20 per share be granted to the forner enpl oyee.

C. The forner enployee is also seeking danmages of $20,000 claimng
wrongful dismssal by the Conpany.

It is the opinion of the Conpany’s nmmnagenent that the statenent of claimis
without nerit and the Conpany intends to defend the claim vigorously. The
outconme of the legal claim cannot be estimated at this point in time and no
provision for the claimhas been recorded in these financial statenents.
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Q her than described above, the Directors and the Senior Mnagenent of the
Conpany do not know of any mmterial, active or pending, |egal proceedings
against them nor is the Conpany involved as a plaintiff in any material
proceeding or pending litigation. Oher than described above, the Directors
and the Senior Managenent of the Conpany know of no active or pending
proceedi ngs agai nst anyone that might materially adversely affect an interest
of the Conpany.

8.B. Significant Changes

No undi scl osed significant changes have occurred since the date of the annua
financial statenents and/or since the date of the npbst recent interim
financial statements.

ITEM 9. THE OFFER AND LI STI NG

9.A. Common Share Trading Information

The Conpany's comopn shares began trading on the TSX Venture Exchange (and its
predecessors) in Vancouver, British Colunbia, Canada, on April 15, 1985. The
current stock symbol is “CFO. The CUSIP nunber is 18713J108, and the ISIN
nunber is CA18713J1084.

The following table lists the high, low and closing sales prices on the TSX
Venture Exchange for the Conpany's common shares for: the |last six nmonths, the
last ten fiscal quarters; and the last five fiscal years.

Tabl e No. 13
TSX Vent ure Exchange
Conmon Shares Trading Activity
Canadi an Dol | ars

Peri od Ended Hi gh Low Cl osi ng
Mont hl'y
Decenber 2007 $2.16 $1. 00 $2. 15
Novenber 2007 $2.62 $1. 60 $1.81
Cct ober 2007 $2. 65 $2.08 $2. 20
Sept enber 2007 $2. 60 $2.10 $2.50
August 2007 $2. 46 $1. 30 $2. 30
July 2007 $2. 30 $1.85 $2. 25
Quarterly
12/ 31/ 2007 $2. 65 $1.00 $2. 15
9/ 30/ 2007 $2. 60 $1. 30 $2.50
6/ 30/ 2007 $2.02 $0. 72 $1. 85
3/ 31/ 2007 $0. 96 $0. 60 $0. 80
12/ 31/ 2006 $0. 60 $0. 35 $0. 60
9/ 30/ 2006 $0. 68 $0. 12 $0. 50
6/ 30/ 2006 $0. 30 $0. 16 $0. 18
3/ 31/ 2006 $0. 25 $0. 10 $0. 25
12/ 31/ 2005 $0. 15 $0. 09 $0. 10
9/ 30/ 2005 $0. 15 $0. 09 $0. 15
Yearly
6/ 30/ 2007 $2.02 $0. 12 $1. 85
6/ 30/ 2006 $0. 30 $0. 09 $0. 18
6/ 30/ 2005 $0. 17 $0. 07 $0. 13
6/ 30/ 2004 $0. 16 $0. 07 $0. 15
6/ 30/ 2003 $0. 13 $0. 06 $0. 10
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The TSX Venture Exchange
The TSX Venture Exchange is a result of the acquisition by the Toronto Stock

Exchange of the Canadi an Venture Exchange (“CDNX’) from its nenber firns on
8/ 1/ 2001. The CDNX resulted from the nmerger between the Vancouver Stock
Exchange and the Al berta Stock Exchange that took place on 11/29/1999, to form
the CDNX. The TSX Venture Exchange currently operates as a conpl enmentary but
i ndependent exchange fromthe Toronto Stock Exchange; both exchanges are owned
by the TSX G oup.

The initial roster of the CDNX was nade up of venture conpanies previously
listed on the Vancouver Stock Exchange or the Al berta Stock Exchange and | ater
i ncorporated junior listings from the Mntreal Stock Exchange, the W nnipeg
St ock Exchange, and the CDN Over-The-Counter Market. The TSX Venture Exchange
is a venture narket as conpared to the Toronto Stock Exchange that is Canada’s
senior market and the Mntreal Exchange that 1is Canada’'s market for
derivatives products.

The TSX Venture Exchange currently has five service centers: Calgary, Toronto,
Vancouver, W nni peg and Mbontreal. These service centers provide corporate
finance, surveillance and marketing expertise.

The TSX Venture Exchange is a self-regulating organization owned and operated
by the Toronto Stock Exchange, which in turn is a reporting conpany |listed on
the Toronto Stock Exchange.

The TSX Venture Exchange acts as a business |ink between TSX nmenbers, |isted
conpani es and investors. TSX Venture Exchange policies and procedures are
designed to accommpdate conpanies still in their formative stages and

recogni ze those that are nore established. Listings are predom nately snall
and nedi um si zed conpani es.

Investors in Canada are protected by the Canadian |Investor Protection Fund
(“CIPF"). The CIPF is a private trust fund established to protect custoners
in the event of the insolvency of a nenber of any of the follow ng self-
regul atory organi zations: the TSX Venture Exchange; the Montreal Exchange; the
Toronto Stock Exchange; the Toronto Futures Exchange; and the |Investnent
Deal ers Associ ati on of Canada.

Post-trade monitoring of market activity is handled by Market Regulation
Services Inc. Sophi sticated software analyses trade data from TRADETSX to
detect possible market inproprieties. A variety of surveillance and
i nvestigative tools allow them to perform electronic market nonitoring and
trade reviews.

The surveillance departnent is also responsible for nonitoring and review ng
listed conpany activities and detecting breaches of the listing policies or
the listing agreenent. Mar ket surveillance and listed conpany surveillance
activities are closely coordinated.

9.A. 5. Common Share Description

Regi strar/ Common Shar es Qut st andi ng/ Shar ehol ders

The Conpany's common shares are issued in registered form and the follow ng
information is taken from the records of Conputershare Trust Conpany, 510
Burrard Street, Vancouver, British Colunbia, Canada V6C 3B9, the registrar
and transfer agent for the comon shares.
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Common_Share Description

Al'l of the commopn shares without par value in the capital of the Conpany rank
equally as to voting rights, participation in a distribution of the assets of
the Conpany on a |iquidation, dissolution or w nding-up of the Conpany and the
entitlenent to dividends. The holders of comopn shares are entitled to
receive notice of all neetings of shareholders and to attend and vote at the
neetings. Each comon share carries with it the right to one vote. There are
no pre-enptive rights, conversion or exchange rights, redenption, retraction

purchase for cancellation or surrender provisions, sinking or purchase fund
provi sions, provisions permtting or restricting the issuance of additional
securities or provisions requiring a shareholder to contribute additional
capital attaching to the comobn shares.

In the event of the liquidation, dissolution or w nding-up of the Conpany or

other distribution of its assets, the holders of the common shares will be
entitled to receive, on a pro rata basis, all of the assets remaining after
the Conpany has paid out its liabilities. Distributions in the form of
dividends, if any, will be set by the board of directors.

Provision as to the nodification, anendnment or variation of the rights
attached to the comon shares is contained in the Conpany’'s articles and the
Busi ness Corporations Act (British Colunbia). Generally speaking, substantive
changes to the Conpany’s share capital require the approval of the
sharehol ders by special resolution passed by a mpgjority of not I|ess than two-
thirds of the votes cast in person or by proxy by holders of the common
shares.

The Company's Articles and the British Colunbia Corporations Act contain
provisions, which require a “special resolution” for effecting certain
corporate actions. Such a “special resolution” requires a two-third vote of
sharehol ders rather than a sinple mgjority for passage. The principle
corporate actions that require a “special resolution” include:

a. Transferring the Conpany's jurisdiction fromBritish Colunbia to
anot her jurisdiction;
G ving financial assistance under certain circunstances;
Certain conflicts of interest by Directors;
Di sposing of all/substantially all of Conpany's undertaki ngs;
Renoving Director before expiration of his termof office;
Certain alterations of share capital
Changi ng t he Conpany nane; and
Certain reorgani zations of the Conpany.

oQ "TDOD Q0O T

There are no restrictions on the repurchase or redenption of comobn shares of
the Conpany while there is any arrearage in the paynent of dividends or
sinking fund installments.

St ock Options
Refer to | TEM #6E and Tables No. 7/8/9/10/11 for additional information.

VWarrants

The following table lists share purchase warrants outstanding, the date the
share purchase warrants were issued, the exercise price, and the expiration
date of the share purchase warrants. These warrants were issued in
conjunction with private placenents and are non-transferable.
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Tabl e No. 14
Share Purchase Warrants Qutstandi ng
January 8, 2008

Nurmber of Nunber of

Shar e Shar e
Pur chase Pur chase Expiration Date
Effective Warrants Warrants of Share
Dat e of Oiginally Still Pur chase
| ssuance | ssued Qutstanding Year #1 Year #2 Warrants
July 3, 2007 1,999, 998 1, 999, 998 $1. 00 $1.25 January 3, 2009
Cct ober 10, 2007 500, 000 500, 000 $2.10 $2.10 OCctober 10, 2009
Cct ober 10, 2007 612, 243 612, 243 $2. 60 $2.60 Cctober 10, 2009

9. A 6. Differing Rights
9.A.7.a. Subscription Warrants/Ri ght
9.A.7.b. Convertible Securities/Warrants

--- No Disclosure Necessary ---

9.C. Stock Exchanges Identified
The common shares trade on the TSX Venture Exchange in Canada. Refer to | TEM
#9. A 4.

| TEM 10. ADDI Tl1 ONAL | NFORVATI ON

10. A. Share Capita

10.A.1. Authorized/lssued Capital. As of 9/30/2007, 6/30/2007 and 6/ 30/ 2006,
the authorized capital of the Conpany was 100,000,000 conmmon shares without
par val ue. At these dates, there were 11,495,327, 9,335,330 and 9, 235, 330
conmon shares issued and outstandi ng, respectively.

10. A. 2. Shares Not Representing Capital.
10. A.3. Shares Held By Conpany.
--- No Disclosure Necessary ---

10. A.4. Stock Options/ Share Purchase Warrants
10. A.5. Stock Options/Share Purchase Warrants
--- Refer to Tables No. 7/8/9/10/11 ---

10.A.6. History of Share Capita

The Conpany has financed its operations through funds raised in public/private
pl acenents of comon shares; shares issued for assets; shares issued for
finder’'s fees; and shares issued upon exercise of stock options and share
pur chase warrants.

Ef fective
Dat e of Security Nunber of Gross Process/
| ssuance | ssued Securities Price Pr oceeds Consi der ati on
Fi scal 2005 Ni
Fi scal 2006 Ni
Conmon St ock Option
Fi scal 2007 Shar es 100, 000 $0. 31 $31, 000 Exerci se
Fl ow
Thr ough Private
7/ 3/ 2007 Units 1, 999, 998 $0.75  $1, 499, 999 Pl acenent
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Fl ow

Thr ough
Common

7/ 3/ 2007 Shar es 99, 999 $ni | $ni | Fi nder’ s Fee

Comon Property

7/ 3/ 2007 Shar es 10, 000 $1. 85 $18, 500 Acqui si tion

Conmon St ock Option

7/ 6/ 2007 Shar es 50, 000 $0. 20 $10, 000 Exerci se
Fl ow

Thr ough Private

10/ 10/ 2007 Units 612, 243 $2.45  $1, 499, 995 Pl acenent
Common

10/ 10/ 2007 Shar es 30,612 $ni | $ni | Fi nder’ s Fee

Private

10/ 10/ 2007 Units 500, 000 $2.00 $1, 000, 000 Pl acenent
Common

10/ 10/ 2007 Shar es 25, 000 $ni | $ni | Fi nder’ s Fee

10. A. 7. Resol utions/Authorizati ons/ Approval s
--- No Disclosure Necessary ---

10.B. Menorandum and Articles of Association

The Conpany was incorporated by Articles of Incorporation under the Comnpanies
Act (British Colunbia) on 4/30/1981 under the name “Houstonia Resources Ltd.”.
The Conpany changed its name to Clifton Star Resources Inc. on 11/8/1982. At
t he Conpany’s annual general neeting held 12/15/2004, the Conpany adopted new
Articles to comply with the new British Col unbia Corporations Act.

There are no restrictions on the business the Conpany may carry on in the
Articles of Incorporation.

Under Article 17 of the Conmpany’'s Articles and Bylaws and Division 3 of the
Corporations Act, a director nust declare its interest in any existing or
proposed contract or transaction with the Conpany and is not allowed to vote
on any transaction or contract with the Conpany in which has a disclosable
interest, unless all the directors have a disclosable interest in that
contract or transaction, in which case any or all of those directors may vote
on such resolution. A director nmay hold any office or place of profit with the
Conpany in conjunction with the office of director, and no director shall be
di squalified by his office fromcontracting with the. A director or his firm
may act in a professional capacity for the Conpany and he or his firmshall be
entitled to remuneration for professional services. A director may becone a
director or other officer or enployee of, or otherwise interested in, any
corporation or firmin which the Conpany nay be interested as a sharehol der or
otherwise. The director shall not be accountable to the Conmpany for any
remuneration or other benefits received by himfrom such other corporation or

firm.

Article 16 of the Conpany’'s bylaws address the duties of the directors, and
Article 19 addresses Conmittees of the Board of Directors. Directors nmnust
manage or supervise the managenent of the business and affairs of the Conpany
and have the authority to exercise all such powers which are not required to
be exercised by the sharehol ders, or as governed by the Corporations Act.

Article 8 details the borrowing powers of the Directors. They may, on behal f
of the Conpany:

e Borrow money in a nmanner and anmount, on any security, from the sources
and upon the ternms and conditions that they consider appropriate;

e |ssue bonds, debentures, and other debt obligations either outright or
as security for any liability or obligation of the Conmpany or any other
person and at such di scounts or premums and on such other terns as they
consi der appropri ate;
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e Cuarantee the repaynent of noney by any other person or the performance
of any obligation of any other person; and

e Mortgage, charge, whether by way of specific or floating charge, grant a
security interest in, or give other security, on the whole or any part
of the present and future assets and undertaki ng of the Conpany.

There are no age linmt requirenments pertaining to the retirenent or non-
retirement of directors.

A director need not be a sharehol der of the Conpany.

Article 21 provides for the nandatory indemification of Directors, forner
director or alternate directors, as well as their respective heirs and
personal or other |egal representatives, or any other person, to the greatest
extent pernitted by the Corporations Act. The indemification includes the
mandat ory paynent of expenses.

The rights, preferences and restrictions attaching to each class of the
Conpany’s shares are as follows:

Comon Shar es

The aut horized shares of comon stock of the Conpany are of the same class and,
once issued, rank equally as to dividends, voting powers, and participation in
assets. Holders of commpn stock are entitled to one vote for each share held
of record on all matters to be acted upon by the sharehol ders. Hol ders of
common stock are entitled to receive such dividends as may be declared from
time to tine by the Board of Directors, in its discretion, out of funds legally
avai | abl e therefore.

Upon |iquidation, dissolution or winding up of the Conpany, holders of common
stock are entitled to receive pro rata the assets of Company, if any, remaining
after payments of all debts and liabilities. No shares have been issued
subject to call or assessment. There are no pre-enptive or conversion rights
and no provisions for redenption or purchase for cancellation, surrender, or
si nki ng or purchase funds.

Under Article 9, the Conpany may by special resolution

(1) Create one or nore classes or series of shares or, if none of the
shares of a class or series of shares are allotted or issued, elimnate
that class or series of shares;

(2) increase, reduce, or elimnate the maxi mum nunber of shares that the
Conpany is authorized to issue out of any class or series of shares or
establi sh a maxi mum nunber of shares that the Company is authorized to
i ssue out of any class or series of shares for which no maxinmum is
est abl i shed;

(3) subdivide or consolidate all or any of its wunissued, or fully paid
i ssued, shares;

(4) if the Conpany is authorized to issue shares of a class of shares with
par val ue:

(a) decrease the par value of those shares; or
(b) if none of the shares of that class of shares are allotted or
i ssued, increase the par value of those shares;

(5) change all or any of its unissued, or fully paid issued, shares wth
par value into shares w thout par value or any of its unissued shares
wi t hout par value into shares with par val ue;

(6) alter the identifying nane of any of its shares; or

(7) otherwise alter its shares or authorized share structure when required
or permtted to do so by the Business Corporations Act.
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An annual general neeting shall be held once every cal endar year at such tine
(not being nore than 15 nonths after holding the |ast preceding annual neeting)
and place as may be determined by the Directors. The Directors nmay, as they see
fit, to convene an extraordinary general neeting. An extraordinary genera
neeting, if requisitioned in accordance with the Corporations Act, shall be
convened by the Directors or, if not convened by the Directors, nmay be convened
by the requisitionists as provided in the Corporations Act.

There are no limtations upon the rights to own securities.

There are no provisions that would have the effect of delaying, deferring, or
preventing a change in control of the Conpany.

There is no special ownership threshold above which an ownership position nust
be discl osed. However, any ownership |evel above 10% nust be disclosed to the
TSX Venture Exchange and the British Colunbia Securities Comm ssion

A copy of the Conpany’s Articles has been filed as an exhibit to this
Regi stration Statenent.

10.C. WMaterial Contracts

a. Share Acquisition Agreenent between the Conpany, Duquesne and the
sharehol ders of Duquesne; dated 9/20/2006, as anended on 5/14/2007 and
6/ 11/ 2007

A copy of this contract has been filed as an exhibit to this Registration
St at ement .

10. D. Exchange Controls
Canada has no system of exchange controls. There are no Canadi an restrictions

on the repatriation of capital or earnings of a Canadian public conpany to
non-resi dent investors. There are no laws in Canada or exchange restrictions
affecting the renmttance of dividends, profits, interest, royalties and other
paynments to non-resident holders of the Conpany's securities, except as
di scussed in | TEM 10. E., “Taxation” bel ow.

Restrictions on Share Oanershi p by Non- Canadi ans

There are no limtations under the laws of Canada or in the organizing
docunents of the Conmpany on the right of foreigners to hold or vote securities
of the Conpany, except that the Investnent Canada Act may require review and
approval by the Mnister of Industry (Canada) of certain acquisitions of

“control” of the Conpany by a “non-Canadi an”. The threshold for acquisitions
of control is generally defined as being one-third or nore of the voting
shares of the Conpany. “Non- Canadi an” generally nmeans an individual who is

not a Canadian citizen, or a corporation, partnership, trust or joint venture
that is ultimately controll ed by non-Canadi ans.

10. E Taxation

The Conpany believes the following is a brief summary of all nmaterial
princi pal Canadian federal inconme tax consequences to a holder of comon
shares of the Conpany (a “U S. Holder”) who deals at arnmis length with the
Conpany, holds the shares as capital property and who, for the purposes of the
Income Tax Act (Canada) (the “Act”) and the Canada — United States |ncone Tax
Convention (the “Treaty”), is at all relevant tines resident in the United
States, is not and is not deened to be resident in Canada and does not use or
hold and is not deemed to use or hold the shares in carrying on a business in
Canada. Special rules, which are not discussed below, may apply to a U.S.
Hol der that is an insurer that carries on business in Canada and el sewhere.

U S. Holders are urged to consult their own tax advisors with respect to their
particul ar circunstances.
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Under the Act and the Treaty, a U S. Hol der of comon shares will generally be
subject to a 15% withholding tax on dividends paid or credited or deened by
the Act to have been paid or credited on such shares. The wi thhol ding tax
rate is 5% where the U S. Holder is a corporation that beneficially owns at
| east 10% of the voting shares of the Conpany and the dividends may be exenpt
from such withholding in the case of some U S. Holders such as qualifying
pensi on funds and chariti es.

In general, a US. Holder wll not be subject to Canadian incone tax on
capital gains arising on the disposition of shares of the Conpany unless (i)
at any tine in the five-year period i mediately preceding the disposition, 25%
or nore of the shares of any class or series of the Conpany's capital stock
was owned by (or was under option of or subject to an interest of) the U S
hol der or persons with whomthe U S. holder did not deal at arms |length, and
(ii) the value of the Conpany’'s commpn shares at the tinme of the disposition
derives principally fromreal property (as defined in the Treaty) situated in
Canada. For this purpose, the Treaty defines real property situated in Canada
to include rights to explore for or exploit mineral deposits situated in
Canada, rights to amounts conputed by reference to the anount or value of
production from such nineralization, certain other rights in respect of
properties situated in Canada and shares of a corporation the value of whose
shares is derived principally fromreal property situated in Canada.

The US Internal Revenue Code provides special anti-deferral rules regarding
certain distributions received by US persons with respect to, and sales and
other dispositions (including pledges) of stock of, a passive foreign
i nvest nent comnpany. A foreign corporation, such as the Conmpany, wll be
treated as a passive foreign investrment conpany if 75% or nore of its gross
income is passive incone for a taxable year or if the average percentage of
its assets (by value) that produce, or are held for the production of, passive
income is at least 50% for a taxable year. The Conpany believes that it was
not a passive foreign investnent conpany for the taxable years ended 6/30/ 2007
or 6/30/2006 and, furthernore, expects to conduct its affairs in such a nmanner
so that it wll not neet the criteria to be considered passive foreign
i nvest nent conpany in the foreseeable future.

10.F. Dividends and Payi ng Agents

The Conpany has not declared any dividends on its commbn shares for the | ast
five years and does not anticipate that it will do so in the foreseeable
future. The present policy of the Conpany is to retain future earnings for
use in its operations and the expansion of its business.

Notwi t hstanding the aforenmentioned: the Conpany is unaware of any dividend
restrictions; has no specific procedure for the setting of the date of
dividend entitlenment; but mght expect to set a record date for stock
ownership to determne entitlenent; has no specific procedures for non-
resi dent holders to claimdividends, but mght expect to mail their dividends
in the same nmanner as resident hol ders. The Conpany has not nom nated any
financial institutions to be the potential paying agents for dividends in the
United States.

10.G _ Statenent by Experts

The Conpany’'s auditors for its financial statenents for fiscal years ended
6/ 30/ 2007, 6/30/2006, and 6/30/2005, were Davidson & Conpany LLP, Chartered
Accountants, 609 Ganville Street, Suite 1200, PO Box 10372, Pacific Centre,
Vancouver, British Colunbia, Canada V7Y 1G5. They are nenbers of the British
Colunbia Institute of Chartered Accountants. Their report for the fiscal
peri ods ended 6/30/2007, 6/30/2006 and 6/30/2005 is included with the rel ated
financial statenments in this Registration Statement with their consent. Refer
to Exhibit #15.
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10.H. Docunents on Displ ay

The Conpany’s docunents can be viewed at its Canadian office, |ocated at: 580
Hornby Street, #430, Vancouver, British Colunbia, Canada V6C 3B6. Upon the
effectiveness of this Form 20-F, the Conmpany wll be subject to the
i nformational requirenents of the Securities Exchange Act of 1934, as anended,
and will file reports, registration statements and other information with the
Securities and Exchange Conmmission (the “SEC'). The Conpany’s reports,
registration statenents and other information can be inspected on the SEC s
website at www sec.gov and such information can al so be inspected and copies
ordered at the public reference facilities mmintained by the SEC at the
follow ng |location: Judiciary Plaza, 100 F Street NE, Washington, D.C. 20549.

I TEM 11. QUANTI TATI VE AND QUALI TATI VE DI SCLOSURES ABOUT MARKET RI SK

The Conpany is a snall business issuer, as defined in Section 240.12b-2; and
thus, Item#11 is not applicable.

I TEM 12. DESCRI PTI ON OF SECURI TI ES OTHER THAN EQUI TY SECURI Tl ES

12. A. Debt Securities --- No Disclosure Necessary ---

12.B. Warrants and Rights --- Refer to ITEM #9, “Warrants”

12.C. O her Securities --- No Disclosure Necessary ---

12.D.  Anerican Depository Shares -- No Disclosure Necessary ---
PART 1 |

| TEM 13. DEFAULTS, DI VI DEND ARREARAGES AND DELI ENCI ES
I TEM 14. MATERIAL MODI FI CATIONS TO THE RI GHTS OF SECURI TY
HOLDERS AND USE OF PROCEEDS
--- No Disclosure Necessary ---

| TEM 15. CONTROLS AND PROCEDURES
--- Not Applicable ---

| TEM 16. RESERVED

| TEM 16A. AUDIT COWM TTEE FI NANCI AL EXPERT

| TEM 16B. CODE OF ETHI CS

ltem 16C. PRI NCI PAL ACCOUNTI | NG FEES AND SERVI CES

| TEM 16D. EXEMPTI ONS FROM THE LI STI NG STANDARDS FOR AUDI T COWM TTEES

| TEM 16E. PURCHASES OF EQUITY SECURI TI ES BY THE | SSUER AND AFFI LI ATED PURCHASERS
--- Not Applicable ---

PART 111

| TEM 17. FI NANCI AL STATEMENTS

The Company's financial statenents are stated in Canadian Dollars (CDN$) and
are prepared in accordance wth Canadian Generally Accepted Accounting
Principles (GAAP), the application of which, in the case of the Conpany,
conforms in all material respects for the periods presented with United States
GAAP, except as discussed in footnotes to the financial statenents.

The financial statenments as required under |TEM #17 are attached hereto and
found imediately following the text of this Registration Statenent. The
audit reports of Davidson & Conpany LLP, Chartered Accountants included herein
i medi ately preceding the audited financial statenents.
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A.  Audited Financial Statenents
Auditor's Report, dated 9/20/2007
Bal ance Sheets at 6/30/2007 and 6/ 30/ 2006
Statenments of Operations and Deficit
for the years ended 6/30/2007, 6/30/2006, and 6/30/2005
Statenments of Cash Fl ows
for the years ended 6/30/2007, 6/30/2006, and 6/30/2005
Notes to Financial Statenents

B. Un-Audited InterimFinancial Statenments
Bal ance Sheets at 9/30/2007 and 6/ 30/2007
Statenments of Operations and Deficit
for the Three Mont hs Ended 9/ 30/ 2007 and 9/ 30/ 2006
St atenents of Cash Fl ows
for the Three Mont hs Ended 9/ 30/ 2007 and 9/ 30/ 2006
Notes to Fi nancial Statenents

| TEM 18. FI NANCI AL STATEMENTS
The Conpany has elected to provide financial statenents pursuant to | TEM #17.

I TEM 19. EXHI BI TS

1. Notice of Articles and Articles of Incorporation as currently in effect:
1.1.1 Certificate of Incorporation; dated 04/30/1981
1.1.2 Certificate of Nanme Change, dated 11/08/1982

1.2. Articles and By-Laws, dated 11/16/2004
3. Voting Trust Agreenents: No Disclosure Necessary
4. Material Contracts:

a. Share Acquisition Agreenent between the Conpany, Duquesne and the
shar ehol ders of Duquesne; dated 9/20/2006, as amended onl4/2007 and

6/ 11/ 2007
5. Foreign Patents: No Di scl osure Necessary
6. Earnings Per Share Cal cul ati on: No Di scl osure Necessary
7. Ratio of Earnings To Fi xed Charges: No Disclosure Necessary
8. List of Subsidiaries: No Di scl osure Necessary
9. St at ement Regardi ng Date of Financial Statenents: No Di sclosure Necessary
10. Notice Required by Rul 3e 104 of Regul ation BTR: No Di scl osure Necessary
11. Code of Ethics as required by | TEM No. 16B: No Di scl osure Necessary

12i: Certifications required by Rule 13a-14(a) or Rule 15d-14(a)
12ii: Certifications required by Rule 13a-14(a) or Rule 15d-14(a)

13i. Certifications required by Rule 13a-14(b) or Rule 15d-14(b) and
Section 1350 of Chapter 63 of Title 18 of the United States Code
13ii. Certifications required by Rule 13a-14(b) or Rule 15d-14(b) and
Section 1350 of Chapter 63 of Title 18 of the United States Code

14. Legal Opinion required by Instruction 3 of | TEM 7B:
No Di scl osure Necessary

15. Additional Exhibits:

a. Consent of Davidson & Conpany LLP, Chartered Accountants, dated 2/27/2008

b. Code of Ethics, dated 6/1/2005
C Stock Option Plan
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CLIFTON STAR RESOURCESINC.

FINANCIAL STATEMENTS

JUNE 30, 2007

(Expressed in Canadian Dollars)
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DAVl DSG\I & QJVPANY LLP Chartered Accountants A Partnership of Incorporated

Pr of essi onal s

INDEPENDENT AUDITORS REPORT

To the Shareholders of
Clifton Star Resources Inc.

We have audited the balance sheets of Clifton Star Resources Inc. as at June 30, 2007 and 2006 and the statements of
operations and deficit, and cash flows for the years ended June 30, 2007, 2006 and 2005. These financial statements are the
responsibility of the Company's management. Our responsibility is to express an opinion on these financia statements based
on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards and with the standards of the
Public Company Accounting Oversight Board (United States). Those standards require that we plan and perform an audit to
obtain reasonabl e assurance whether the financial statements are free of material misstatement. An audit includes examining,
on atest basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating the overal financial
statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the financial position of the Company as at

June 30, 2007 and 2006 and the results of its operations and cash flows for the years ended June 30, 2007, 2006 and 2005 in
accordance with Canadian generally accepted accounting principles.

"DAVIDSON & COMPANY LLP"

Vancouver, Canada Chartered Accountants

September 20, 2007

COMMENTSBY AUDITORSFOR U.S. READERS ON CANADA —
U.S. REPORTING DIFFERENCE

In the United States, reporting standards for auditors require the addition of an explanatory paragraph (following the opinion
paragraph) when the financial statements are affected by conditions and events that cast substantial doubt on the Company's
ability to continue as a going concern, such as those described in Note 1 to the financial statements. Our report to the
shareholders dated September 20, 2007 is expressed in accordance with Canadian reporting standards which do not permit a
reference to such events and conditions in the auditors' report when these are adequately disclosed in the financial statements.

"DAVIDSON & COMPANY LLP"

Vancouver, Canada Chartered Accountants

September 20, 2007

INTERNATIONAL
1200 - 609 Ganville Street, P.O Box 10372, Pacific Centre, Vancouver, BC, Canada, V7Y 1G5
Tel ephone (604) 687-0947 Fax (604) 687-6172
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CLIFTON STAR RESOURCESINC.

BALANCE SHEETS
ASAT JUNE 30
(Expressed in Canadian Dollars)

2007 2006

ASSETS
Current
Cash

Receivables
Prepaids

Equipment (Note 3)
Deferred acquisition costs (Note 4)

Deferred financing costs (Note 12)

$ 491534 $ 592,169

22,995 15,095
3,287 1,250
517,816 608,514
24 35
138,698 -
75,000 -

$ 731,538 $ 608,549

LIABILITIESAND SHAREHOLDERS EQUITY

Current

Accounts payable and accrued liabilities

Shareholders equity
Capital stock (Note 5)
Contributed surplus (Note 5)
Deficit

$ 165,800 $ 11,061

3,004,264 2,941,405
254,401 3,750
(2,692,927) (2,347,667)

565,738 597,488

$ 731,538 $ 608,549

Natur e of operations (Note 1)
Subsequent events (Note 12)

On behalf of the Board:

“Nick Segounis’

Director

“Harry Miller”

Director

The accompanying notes are an integral part of these financial statements.
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CLIFTON STAR RESOURCESINC.
STATEMENTS OF OPERATIONS AND DEFICIT
YEAR ENDED JUNE 30

(Expressed in Canadian Dollars)

2007 2006 2005
ADMINISTRATION EXPENSES
Amortization $ 1 3 15 3 21
Filing and transfer agent fees 28,126 9,211 14,467
Office and miscellaneous 2,393 1,853 1,975
Professional fees 42,037 21,119 15,134
Shareholder costs 417 994 -
Stock-based compensation (Note 5) 282,510 - -
Travel and telephone 8,957 2,592 2,156
(364,451) (35,784) (33,753)
OTHERITEMS
Interest income 19,191 16,066 9,453
Lossfor the year (345,260) (29,718) (24,300)

Deficit, beginning of year

Deficit, end of year

(2,347,667) (2,327,949) (2,303,649)

$ (2,692927) $ (2,347,667) $ (2,327,949)

Basic and diluted loss per common share $ (0.04) $ (0.01) $ (0.01)
Weighted average number of common shares
outstanding 9,269,029 9,299,029 8,649,240

The accompanying notes are an integral part of these financial statements.
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CLIFTON STAR RESOURCESINC.
STATEMENTS OF CASH FLOWS
YEAR ENDED JUNE 30

(Expressed in Canadian Dollars)

2007 2006 2005
CASH FLOWSFROM OPERATING ACTIVITIES
Loss for the year $ (345,260) $ (19,718) $ (24,300)
Items not affecting cash
Amortization 11 15 21
Stock-based compensation 282,510 - -
Changes in non-cash working capital items:
Increase in receivables (7,900) (9,868) (4,044)
(Increase) decrease in prepaids (2,037) (1,250) 1,250
Increase in accounts payable and
accrued liabilities 30,031 4,564 1,689
Net cash used in operating activities (42,645) (26,257) (25,384)
CASH FLOWSFROM FINANCING ACTIVITIES
Capital stock issued 31,000 - 105,400
Net cash provided by financing activities 31,000 - 105,400
CASH FLOWSFROM INVESTING ACTIVITIES
Deferred acquisition costs (88,990) - -
Net cash used in investing activities (88,990) - -
Changein cash during the year (100,635) (26,257) 80,016
Cash, beginning of year 592,169 618,426 538,410
Cash, end of year $ 491534 $ 592,169 $ 618,426

Supplemental disclosure with respect to cash flows (Note 7)

The accompanying notes are an integral part of these financial statements.
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CLIFTON STAR RESOURCESINC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2007

(Expressed in Canadian Dollars)

1. NATURE OF OPERATIONS

Clifton Star Resources Inc. (“the Company”) is incorporated under the laws of British Columbia. The
Company is primarily engaged in the acquisition and exploration of mineral properties.

These financial statements have been prepared assuming the Company will continue on a going-concern
basis. The Company has incurred losses since inception and the ability of the Company to continue as a
going-concern depends upon its ability to develop profitable operations and to continue to raise adequate
financing. Management is actively targeting sources of additional financing through alliances with
financial, exploration and mining entities, or other business and financial transactions which would assure
continuation of the Company’s operations and exploration programs. In order for the Company to meet its
liabilities as they come due and to continue its operations, the Company is solely dependent upon its ability
to generate such financing.

There can be no assurance that the Company will be able to continue to raise funds, in which case the
Company may be unable to meet its obligations. Should the Company be unable to realize its assets and
discharge its liabilities in the norma course of business, the net realizable value of its assets may be
materially less than the amounts recorded in these financial statements.

The financia statements do not include any adjustments relating to the recoverability and classification of
recorded asset amounts and classification of liabilities that might be necessary should the Company be
unable to continue in existence.

2. SIGNIFICANT ACCOUNTING POLICIES
Use of estimates
The preparation of financial statements in conformity with Canadian generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amount of assets
and liabilities and the disclosure of contingent assets and liabilities at the date of the financial statements,
and the reported amount of revenues and expenses during the year. Actual results could differ from those
reported.
Deferred financing costs
Costs directly identifiable with the raising of capital will be charged against the related capital stock. Costs
related to shares not yet issued are recorded as deferred financing costs. These costs will be deferred until
the issuance of the shares to which the costs relate, at which time the costs will be charged against the
related capital stock or charged to operations if the shares are not issued.
Equipment

Equipment, which is comprised of office equipment, is recorded at cost and amortized using the declining
balance method at a rate of 30% per annum.
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CLIFTON STAR RESOURCESINC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2007

(Expressed in Canadian Dollars)

2. SIGNIFICANT ACCOUNTING POLICIES (cont'd...)
Mineral propertiesand deferred exploration costs

All costs related to the acquisition, exploration and development of mineral properties are capitalized by
property. If economically recoverable ore reserves are developed, capitalized costs of the related property
are reclassified as mining assets and amortized using the unit of production method. When a property is
abandoned, al related costs are written off to operations. |f, after management review, it is determined that
the carrying amount of a mineral property is impaired, that property is written down to its estimated net
realizable value. A mineral property is reviewed for impairment whenever events or changes in
circumstances indicate that its carrying amount may not be recoverable.

Asset retirement obligations

The Company recognizes the fair value of aliability for an asset retirement obligation in the year in which it
isincurred when a reasonable estimate of fair value can be made. The carrying amount of the related long-
lived asset isincreased by the same amount as the liability.

Changes in the liability for an asset retirement obligation due to the passage of time will be measured by
applying an interest method of allocation. The amount will be recognized as an increase in the liability and
an accretion expense in the statement of operations. Changes resulting from revisions to the timing or the
amount of the original estimate of undiscounted cash flows are recognized as an increase or a decrease in
the carrying amount of the liability and the related long-lived asset.

Future lncome taxes

The Company follows the asset and liability method of accounting for income taxes. Under this method,
future income taxes are recognized for the future income tax consequences attributable to differences
between the financial statement carrying values and their respective income tax bases (temporary
differences). Future income tax assets and liabilities are measured using enacted income tax rates expected
to apply to taxable income in the years in which temporary differences are expected to be recovered or
settled. The effect on future income tax assets and liabilities of a change in tax rates is included in income
in the year in which the change occurs. The amount of future income tax assets recognized is limited to the
amount that is more likely than not to be realized.
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CLIFTON STAR RESOURCESINC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2007

(Expressed in Canadian Dollars)

2. SIGNIFICANT ACCOUNTING POLICIES (cont'd...)
Stock-based compensation
The Company uses the fair value based method of accounting for all stock-based compensation.
Earnings (loss) per share

The Company uses the treasury stock method to compute the dilutive effect of options, warrants and similar
instruments. Under this method the dilutive effect on earnings per share is recognized on the use of the
proceeds that could be obtained upon exercise of options, warrants and similar instruments. It assumes that
the proceeds would be used to purchase common shares at the average market price during the year.

Basic loss per shareis calculated using the weighted-average number of shares outstanding during the year.
Flow-through common shares

Canadian tax legidation permits a company to issue flow-through shares whereby the deduction for tax
purposes relating to qualified resource expenditures is claimed by the investors rather than the Company.
Recording these expenditures for accounting purposes gives rise to taxable temporary differences. When
flow-through expenditures are renounced, a portion of the future income tax assets that were not recognized
in previous years, due to the recording of a valuation allowance are recognized as a recovery of income
taxes in the statement of operations.

3. EQUIPMENT
2007 2006
Office equipment $ 8414 $ 8,414
Less. accumulated amortization (8,390) (8,379)
$ 24 $ 35
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CLIFTON STAR RESOURCESINC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2007

(Expressed in Canadian Dollars)

4, MINERAL PROPERTY ACQUISITION

The Company signed an option agreement dated September 20, 2006 whereby it may acquire all of the
issued shares of Duguesne Gold Mines Ltd. (“Duquesne’), a private Canadian mineral exploration
company, from the shareholders of Duquesne (“Optionor”). The main asset of Duquesne is the Dugquesne
Gold Project that includes fifty five mineral claims and one mining concession located in Destor Township,
Quebec.

On September 26, 2006, the Company paid Duquesne a non-refundable deposit of $60,000 which will be
used to make exploration expenditures on the property to satisfy assessment work requirements.

On or before nine calendar months from the date of execution of the agreement, the Company shall perform
such due diligence as is required and shall make a decision whether or not to exercise this option and shall
deliver to the Duquesne shareholders written notice of that decision. On June 20, 2007, the Company’s
management decided to exercise the option. Upon the decision being made, the Company has a
commitment to issue 10,000 common shares (issued subsequent to June 30, 2007) of the Company to the
Optionor, pay $1,800,000 ($450,000 paid subsequent to June 30, 2007) cash over a three-year period and
spend $4,000,000 of exploration expenditures on the property during a four-year period.

The Optionor will retain a 3% Net Smelter Return Royalty (“NSR”) while the Company has the option to
purchase from the Optionor the 3% NSR in consideration for the sum of $1,000,000 for each 0.5% at any
time for atotal of $6,000,000.

On May 14, 2007, the Company amended the September 20, 2006 agreement with Duquesne Gold Mines
Ltd asfollows:

Upon expenditure of the exploration expenditures on the property, the Optionor shall thereafter be entitled
to 5% of the gross overriding revenue (“GOR”") from the production and sale of minerals from the property.
Duquesne shall pay the GOR to the optionee within 30 days of each calendar quarter. For this purpose,
gross revenue shall be calculated as if al minerals are sold at fair market value in an arm’s length
transaction, provided that the sale price shall be reduced for the cost of transportation from the mine site to
the point of sale. The GOR shall be computed using the date of sale.

The NSR retained by the shareholders under the terms of the agreement shall have priority over the
aforesaid GOR, and notwithstanding the previous paragraph, the GOR shall not be paid unless and until the
NSR has first been paid to the shareholders for the calendar quarter involved.

Due diligence costs of $138,698 related to the acquisition, consisting of a non-refundable deposit, legal,
accounting and geological consulting fees are recorded as deferred acquisition costs.
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CLIFTON STAR RESOURCESINC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2007

(Expressed in Canadian Dollars)

5. CAPITAL STOCK AND CONTRIBUTED SURPLUS
Number Contributed
of Shares Amount Surplus
Authorized
100,000,000 common shares without par value

Balance as at June 30, 2005 9,610,330 $ 2,945,155 $ -
Cancelled escrow shares (375,000) (3,750) 3,750
Balance as at June 30, 2006 9,235,330 2,941,405 3,750

Exercise of stock options 100,000 31,000 -
Contributed surplus on exercised stock options - 31,859 (31,859)
Stock-based compensation - - 282,510
Balance as at June 30, 2007 9,335330 $ 3004264 $ 254,401

Stock options

The Company adopted a stock option plan (the “Stock Option Plan) on December 14, 2006. The purpose of the
Stock Option Plan is to advance the interests of the Company by providing directors, officers and employees with a
financial incentive for the continued improvement in the performance of the Company and encouragement for them
to remain with the Company. The option price under each option shall not exceed the market price on the grant date.
The term of any option granted under the Stock Option Plan may not exceed 5 years. The maximum number of
common shares of the Company reserved for issuance under the Stock Option Plan is 1,856,066 shares. Within a
one-year period, the number of options granted shall not exceed 20% of the issued and outstanding shares. The
minimum option vesting requirements shall be 12.5% of the option upon TSX Venture Exchange approval and

12.5% every three months thereafter.

Weighted
Average
Number Exercise
of Options Price
Outstanding, June 30, 2005 - $ -
Granted - -
Exercised - -
Expired/cancelled - -
Outstanding, June 30, 2006 - -
Granted 1,248,000 $ 0.31
Exercised (100,000) 0.31
Cancelled (436,500) 0.20
Outstanding, June 30, 2007 711,500 $ 0.38
Number of options currently exercisable 711,500 $ 0.38
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CLIFTON STAR RESOURCESINC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2007

(Expressed in Canadian Dollars)

5. CAPITAL STOCK AND CONTRIBUTED SURPLUS (cont'd...)
Stock options (cont'd...)

As at June 30, 2007, the following incentive stock options are outstanding:

Number Exercise

of Shares Price Expiry Date
486,500 $ 0.20 July 14, 2008
225,000 0.77 March 7, 2008

Stock-based compensation

For stock options granted to employees, officers, directors and consultants, the Company recognizes as an expense
the estimated fair value of the stock options granted. The fair value of each stock option granted is estimated on the
date of granting using the Black-Scholes option-pricing model.

Options granted during the year ended June 30, 2007 were vested immediately upon granting as those options were
granted before the new Stock Option Plan was approved by the TSX Venture Exchange.

For the year ended June 30, 2007, $282,510 (2006 - $Nil; 2005 - $Nil) has been recognized on the statement of
operations and deficit with a corresponding entry to contributed surplus on the balance sheet.

The following weighted average assumptions were used for the Black-Scholes valuation of stock options issued
during the year:

2007 2006 2005
Risk-free interest rate 4.13% - -
Expected life of options 1.26 years - -
Annualized volatility 147.68 - -
Dividend rate 0.00% - -

6. RELATED PARTY TRANSACTIONS
During the year ended June 30, 2007, the Company paid or accrued $15,792 (2006 - $7,016; 2005 - $5,089)
in legal feesto alaw firm of which one of the Company’s directors is a partner, and $35,962 (2006 - $Nil;
2005 - $Nil) in geological consulting fees to a company controlled by a director of the Company.

Included in accounts payable is $36,792 (2006 — $2,006) due to a director and companies controlled by
common directors.

These transactions were in the normal course of operations and were measured at the exchange amount,
which is the amount of consideration established and agreed to by the related parties.
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CLIFTON STAR RESOURCESINC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2007

(Expressed in Canadian Dollars)

7. SUPPLEMENTAL DISCLOSURESWITH RESPECT TO CASH FLOWS
The significant non-cash transaction during the year ended June 30, 2007 were as follows:
a) The Company accrued deferred financing costs of $75,000 in accounts payable.
b) The Company accrued deferred acquisition costs of $49,708 in accounts payable.

c) The Company alocated $31,859 for stock options exercised during the year to capita stock from
contributed surplus.

The significant non-cash transaction during the year ended June 30, 2006 was as follows:

a) On August 31, 2005, the 375,000 common shares previously held in escrow with a value of $3,750 were
cancelled.

There were no significant non-cash transactions during the year ended June 30, 2005.

8. INCOME TAXES

Income tax expense (recovery) varies from the amount that would be computed by applying the combined
federal and provincial income tax rate to loss before taxes as follows:

2007 2006 2005
Loss for the year $ (345260) $ (19,718) $  (24,300)
Expected income tax recovery $ (121,255) $ (7,319) $ (8,651)
Non deductible expenses 98,623 - -
Unrecognized benefit of non-capital losses 22,632 7,319 8,651
Actual income tax recovery $ - $ - $ -
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CLIFTON STAR RESOURCESINC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2007

(Expressed in Canadian Dollars)

8. INCOME TAXES (cont'd...)
The significant components of the Company's future tax assets are as follows:
2007 2006
Net operating loss carry forwards $ 60,000 $ 50,000
Net capital loss carry forwards 22,000 22,000
Cumulative exploration and development expenses 331,000 396,000
413,000 468,000
Less: valuation alowance (413,000) (468,000)
Net future tax assets $ - 8 -
The Company has non-capital losses of approximately $190,000 which may be carried forward and applied
against taxable income in future years. These losses, if unutilized, will expire through 2027. The Company
also has approximately $280,000 in capital losses available for carry-forward indefinitely. Subject to
certain restrictions, the Company has further resource development and exploration expenditures totalling
approximately $1,196,000 available to reduce taxable income of future years.
9. SEGMENT INFORMATION
The Company conducts all of its operations in Canada and is currently focusing on acquisition and
exploration of mineral propertiesin Canada.
10. FINANCIAL INSTRUMENTS
The Company's financial instruments consist of cash, receivables, and accounts payable and accrued
liabilities. Unless otherwise noted, it is management's opinion that the Company is not exposed to
significant interest, currency or credit risks arising from these financial instruments. The fair value of these
financial instruments approximates their carrying values, unless otherwise noted.
11. DIFFERENCES BETWEEN CANADIAN AND UNITED STATES GENERALLY ACCEPTED

ACCOUNTING PRINCIPLES

These financial statements have been prepared in accordance with Canadian GAAP. Material variationsin
the accounting principles, practices and methods used in preparing these financial statements from
principles, practices and methods accepted in the United States (“United States GAAP") are described and
quantified below.
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CLIFTON STAR RESOURCESINC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2007

(Expressed in Canadian Dollars)

11.

DIFFERENCES BETWEEN CANADIAN AND UNITED STATES GENERALLY ACCEPTED

ACCOUNTING PRINCIPLES (cont'd...)

Balance sheets

The impact of the differences between Canadian GAAP and United States GAAP on the balance sheets

would be as follows:

2007 2006
Balance, Balance, Balance, Balance,
Canadian United States Canadian United States
GAAP  Adjustments GAAP GAAP  Adjustments GAAP
Current assets $ 517,816 $ - $ 517,816 $ 608,514 $ - $ 608,514
Equipment 24 - 24 35 - 35
Deferred acquisition costs 138,698 (138,698) - - - -
Deferred financing costs 75,000 - 75,000 - - -
$ 731,538 $ (138,698) $ 592,840 $ 608,549 $ - $ 608,549
Current liabilities $ 165,800 $ - $ 165,800 $ 11,061 $ - $ 11,061
Shareholders’ equity 565,738 (138,698) $ 427,040 597,488 - 597,488
$ 731,538 $ (138,698) $ 592,840 $ 608,549 $ - $ 608,549

Statements of operations

The impact of the differences between Canadian GAAP and United States GAAP on the statements of

operations would be as follows:

2007 2006 2005
Loss for the year, Canadian GAAP $ (345260) $ (19,718) $ (24,300)
Adjustments:

Deferred acquisition costs (138,698) - -
Loss for the year, United States GAAP $ (483958 $ (19,718) $ (24,300)
Basic and diluted loss per common share,

United States GAAP $ 005 % (001 % (0.01)
Weighted average number of common shares
outstanding, United States GAAP 9,269,029 9,299,029 8,649,240
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CLIFTON STAR RESOURCESINC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2007

(Expressed in Canadian Dollars)

11.

DIFFERENCES BETWEEN CANADIAN AND UNITED STATES GENERALLY ACCEPTED

ACCOUNTING PRINCIPLES (cont'd...)

Statements of cash flows

The impact of the differences between Canadian GAAP and United States GAAP on the statements of cash

flows would be as follows:

2007 2006 2005

Net cash used in operating activities,

Canadian GAAP $ (42,645) $ (26,257) $ (25,384)

Deferred acquisition costs (88,990) - -
Net cash used in operating activities, United States GAAP $ (131,635) $ (26,257) $ (25,3849
Net cash provided by financing activities, Canadian GAAP

and United States GAAP $ 31,000 $ - $ 105,400
Net cash used in investing activities, Canadian GAAP $ (88,990) $ - $

Deferred acquistion costs 88,990 -
Net cash used in investing activities, United States GAAP $ - $ - $

@)

Mineral property interests and deferred exploration costs
Under Canadian GAAP, the Company accounts for mineral properties as described in note 2.

Under United States GAAP, mineral property interests and deferred exploration costs are expensed
asincurred. The Company also considers the provisions of EITF 04-02 “Whether Mineral Rights
are Tangible or Intangible Assets’ which concluded that minera rights are tangible assets.
Accordingly, the Company capitalizes certain costs related to the acquisition of mineral rights.
Once afinal feasibility study has been completed, additional costs incurred to bring the mine into
production are capitalized as development costs. Costs incurred to access ore bodies identified in
the current mining plan after production has commenced are considered production costs and are
expensed as incurred. Costs incurred to extend production beyond those areas identified in the
mining plan where additional reserves have been established are deferred as development costs
until the incremental reserves are produced. Capitalized costs are amortized using the unit-of-
production method over the estimated life of the ore body based on proven and probable reserves.

For the year ended June 30, 2007, the Company classified $138,698 of its deferred acquisition
costs as mineral property deferred exploration costs. Therefore, this amount has been expensed
under United States GAAP. There is no difference between Canadian GAAP and United States
GAAP in the accounting for mineral property interests and deferred exploration costs for the years
ended June 30, 2006 and 2005.
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CLIFTON STAR RESOURCESINC.
NOTESTO THE FINANCIAL STATEMENTS

JUNE 30, 2007

(Expressed in Canadian Dollars)

11. DIFFERENCES BETWEEN CANADIAN AND UNITED STATES GENERALLY ACCEPTED
ACCOUNTING PRINCIPLES (cont'd...)

(b) Impact of recent United States accounting pronouncements:

i)

i)

i)

In June 2006, FASB issued Financial Interpretation No. 48, "Accounting for Uncertainty
in Income Taxes — An Interpretation of SFAS Satement No. 109". This interpretation
provides guidance on recognition and measurement of uncertainties in income taxes and
is effective for fiscal years commencing after December 15, 2006. The Company has not
yet determined the extent of the impact the adoption of this standard will have on the
Company's results of operations or financial position.

In September 2006, the FASB issued SFAS No. 157, “ Fair Value Measurements’ . SFAS
No. 157 establishes a framework for measuring the fair value of assets and liabilities. This
framework is intended to provide increased consistency in how fair value determinations
are made under various existing accounting standards which permit, or in some cases
require, estimates of fair market value. SFAS No. 157 is effective for fisca years
beginning after November 15, 2007, and interim periods within those fiscal years. Earlier
application is encouraged, provided that the reporting entity has not yet issued financial
statements for that fiscal year, including any financia statements for an interim period
within that fiscal year. We are currently assessing the impact of SFAS No. 157 on our
financial position and results of operations.

In February, 2007, the FASB issued SFAS No. 159 “The Fair Value Option for
Financial Assets and Financial Liabilities’. SFAS No. 159 permits entities to choose to
measure many financial assets and financia liabilities at fair value. Unrealized gains and
losses on items for which the fair value option has been elected are reported in earnings.
SFAS No. 159 is effective for fiscal years beginning after November 15, 2007. We are
currently assessing the impact of SFAS No. 159 on our financial position and results of
operations.
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12.

SUBSEQUENT EVENTS
Private Placements

On July 3, 2007, the Company completed a non-brokered private placement by issuing 1,999,998 flow-
through units priced at $0.75 per unit. Each unit consists of one flow-through common share and one non-
flow through warrant. Each warrant is exercisable from the closing date of the private placement at $1.00
per share in the first nine months and then at $1.25 per share in the following nine months.

The Company issued an additional 99,999 flow-through shares and 199,999 non-flow-through agent’s
options as finder's fees. The agent’s options have the same exercise terms as the units issued in the private
placement.

$75,000 of due diligence fees, payable to the agent is recorded as deferred financing costs as at June 30,
2007.

On September 12, 2007, the Company entered into an agreement with First Canadian Securities, a division
of Limited Market Dealer Inc., to proceed with a private placement offering of Hard-Dollar Units (the
“Units”) to raise gross proceeds of up to $1,000,000.

The company will issue a cash finder's fee of 5% of the gross proceeds received by the Company and a
finder's option on the same terms as the Units, equal to 10% of the number of Units sold, and reimburse the
finder reasonable expenses incurred in connection with the offering.

Sock Options Exercised

On July 6, 2007, the Company received $10,000 for issuing 50,000 common shares at $0.20 from the
exercise of stock options.

Sock Options Granted

On July 11, 2007, the Company granted a director 300,000 stock options exercisable at $2.00 per share
until July 11, 2009.

On July 12, 2007, the Company granted an officer 400,000 stock options exercisable at $1.90 per share
until July 12, 2009.

Legal Claim

On September 19, 2007, the Company received a statement of claim from a former employee and a
consultant. The compensation sought in the claimis as follows:

a) An order requiring a director and a former director of the Company to sell 2,000,000 shares of the
Company at $0.38 per share and an additional 1,000,000 shares at $0.65 per share to one of the
plaintiffs for their claim that the Company breached a contract related to the Duquesne Gold Project.

b) An order requiring the delivery of 436,500 options exercisable at $0.20 per share be granted to the
former employee.

c) The former employee is also seeking damages of $20,000 claiming wrongful dismissal by the
Company.

It is the opinion of the Company’s management that the statement of claim is without merit and the
Company intends to defend the claim vigorously. The outcome of the legal claim cannot be estimated at
this point in time and no provision for the claim has been recorded in these financial statements.
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CLIFTON STAR RESOURCESINC.
BALANCE SHEETS
(Unaudited — Prepared by Management)

September 30, June 30,
2007 2007
ASSETS
Current
Cash $ 1131945 $ 491,534
Receivables 32,307 22,995
Prepaids 39,817 3,287
1,204,069 517,816
Equipment (Note 3) - 24
Deferred acquisition costs - 138,698
Deferred financing costs - 75,000
Mineral property and deferred exploration costs (Note 4) 780,713 -

$ 1984782 $ 731,538

LIABILITIESAND SHAREHOLDERS EQUITY

Current
Accounts payable and accrued liabilities $ 52,205 $ 165,800

Shareholders equity

Capital stock (Note 5) 4,216,518 3,004,264
Contributed surplus (Note 5) 584,117 254,401
Deficit (2,868,058) (2,692,927)

1,932,577 565,738

$ 1984782 $ 731,538

Natur e of operations (Note 1)
Contingency (Note 10)
Subsequent events (Note 11)

On behalf of the Board:

Director Director

The accompanying notes are an integral part of these financial statements.
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Three Month ~ Three Month
Period Ended  Period Ended
September 30, September 30,
2007 2006
ADMINISTRATION EXPENSES
Amortization $ 24 $ 3
Consulting 4,500 -
Filing and transfer agent fees 12,488 2,778
Insurance 13,900 -
Investor relations 53,635 -
Office and miscellaneous 1,370 805
Professional fees 6,208 6,441
Stock-based compensation (Note 5) 89,971 31,266
Travel and related 7,013 339
(189,109) (41,632)
OTHERITEMS
Interest income 13,978 5,468
Lossfor the period (175,131) (36,164)
Deficit, beginning of period (2,692,927) (2,347,667)

Deficit, end of period

$ (2,868,058) $ (2,383,831)

Basic and diluted loss per common share $ (0.02) $ (0.01)
Weighted average number of common shares
outstanding 11,423,262 9,235,330

The accompanying notes are an integral part of these financial statements.
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Three Month ~ Three Month
Period Ended  Period Ended
September 30, September 30,
2007 2006
CASH FLOWSFROM OPERATING
ACTIVITIES
Loss for the period $ (175131) $ (36,164)
Items not affecting cash
Amortization 24 3
Stock-based compensation 89,971 31,266
Changes in non-cash working capital items:
Increase (decrease) in receivables (9,312) 11,786
Increase in prepaids (36,530) (88)
Increase (decrease) in accounts payable and
accrued liabilities (10,595) 5,590
Net cash provided by (used in) operating activities (141,573) 12,393
CASH FLOWSFROM FINANCING ACTIVITIES
Capital stock issued 1,433,499 -
Net cash provided by financing activities 1,433,499 -
CASH FLOWSFROM INVESTING ACTIVITIES
Minera property costs (651,515) -
Deferred expenditures - (60,000)
Net cash used in investing activities (651,515) (60,000)
Changein cash during the period 640,411 (47,607)
Cash, beginning of period 491,534 592,169
Cash, end of period $ 1,131,945 $ 544,562

Supplemental disclosure with respect to cash flows (Note 7)

The accompanying notes are an integral part of these financial statements.



CLIFTON STAR RESOURCESINC.
NOTES TO THE FINANCIAL STATEMENTS
(Unaudited — Prepared by Management)
SEPTEMBER 30, 2007

1 BASIS OF PRESENTATION

The financial statements contained herein include the accounts of Clifton Star Resources Inc. (the
"Company").

The interim period financial statements have been prepared by the Company in accordance with Canadian
generally accepted accounting principles. All financial summaries included are presented on a comparative
and consistent basis showing the figures for the corresponding period in the preceding year. The preparation
of financial data is based on accounting principles and practices consistent with those used in the
preparation of annual financial statements. Certain information and footnote disclosure normally included in
financial statements prepared in accordance with generally accepted accounting principles have been
condensed or omitted. These interim period statements should be read together with the audited financial
statements for the year ended June 30, 2007 and the accompanying notes included in the Company's latest
annual report. In the opinion of the Company, its unaudited interim financial statements contain all
adjustments necessary in order to present afair statement of the results of the interim periods presented.

2. NATURE OF OPERATIONS

The Company is incorporated under the laws of British Columbia. The Company is primarily engaged in
the acquisition and exploration of mineral properties.

These financial statements have been prepared assuming the Company will continue on a going-concern
basis. The Company has incurred losses since inception and the ability of the Company to continue as a
going-concern depends upon its ability to develop profitable operations and to continue to raise adequate
financing. Management is actively targeting sources of additional financing through alliances with
financial, exploration and mining entities, or other business and financial transactions which would assure
continuation of the Company’s operations and exploration programs. In order for the Company to meet its
liabilities as they come due and to continue its operations, the Company is solely dependent upon its ability
to generate such financing.

There can be no assurance that the Company will be able to continue to raise funds, in which case the
Company may be unable to meet its obligations. Should the Company be unable to realize its assets and
discharge its liabilities in the norma course of business, the net realizable value of its assets may be
materially less than the amounts recorded in these financial statements.

The financia statements do not include any adjustments relating to the recoverability and classification of
recorded asset amounts and classification of liabilities that might be necessary should the Company be
unable to continue in existence.

3. EQUIPMENT
September 30, June 30,
2007 2007
Office equipment $ 8414 $ 8,414
Less. accumulated amortization (8,414) (8,390)
$ - $ 24
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MINERAL PROPERTY AND DEFERRED EXPLORATION COSTS

The Company signed an option agreement dated September 20, 2006 whereby it may acquire al the issued
shares of Duquesne Gold Mines Ltd. (“Duquesne”), a private Canadian mineral exploration company, from
the shareholders of Duquesne (“Optionor”). The Main asset of Duquesne is the Duquesne Gold Project that
includes fifty five mineral claims and one mining concession located in Destor Township, Quebec.

To earn its interest in the property, the Company issued 10,000 common shares valued at $18,500 to the
optionor and must pay $1,800,000 ($450,000 paid to date) cash over a three-year period and spend
$4,000,000 of exploration expenditures on the property during afour-year period.

The optionor will retain a 3% Net Smelter Return Royalty (“NSR”) while the Company has the option to
purchase from the optionor the 3% NSR in consideration for the sum of $1,000,000 for each 0.5% at any
time for atotal of $6,000,000.

Upon expenditure of the exploration expenditures on the property, the optionor will be entitled to 5% of the
gross overriding revenue (“GOR”) from the production and sale of minerals from the property. Dugquesne
shall pay the GOR to the optionee within 30 days of each calendar quarter. For this purpose, gross revenue
shall be calculated as if all minerals are sold at fair market value in an arm’s length transaction, provided
that the sale price shall be reduced for the cost of transportation from the mine site to the point of sale. The
GOR shall be computed using the date of sale.

The NSR retained by the shareholders under the terms of the agreement shall have priority over the
aforesaid GOR, and notwithstanding the previous paragraph, the GOR shall not be paid unless and until the
NSR has first been paid to the shareholders for the calendar quarter involved.

Duquesne
Gold
Project
Acquisition costs, June 30, 2007 $ -
Additions during the period 522,949
Acquisition costs, September 30, 2007 522,949
Deferred exploration costs, June 30, 2007 $ -
Additions during the period:
Assays 6,772
Camp costs 4,335
Drilling 102,863
Equipment rental 1,170
Field expenditures 41,857
Field personnel 44,320
Geologica consulting 45,506
Line-cutting 5,532
Mobilization and demobilization 2,954

Travel, transport and freight

2,455

Deferred exploration costs, September 30, 2007 257,764
Total mineral property and deferred exploration costs,
September 30, 2007 $ 780,713
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5. CAPITAL STOCK AND CONTRIBUTED SURPLUS
Number Contributed
of Shares Amount Surplus
Authorized
100,000,000 common shares without par value
Balance as at June 30, 2007 9,335,330 $ 3,004,264 $ 254,401
Flow-through private placement 1,999,998 1,499,999 -
Finder'sfees 99,999 74,999 -
Shares for mineral property 10,000 18,500 -
Exercise of stock options 50,000 10,000 -
Contributed surplus on exercised stock options - 6,775 (6,775)
Stock-based compensation - - 89,971
Share issue costs - (398,019) 246,520
Balance as at September 30, 2007 11,495327 $ 4,216518 $ 584,117

The Company issued the following common shares during the three month period ended September 30,
2007:

a) On July 3, 2007, the Company completed a non-brokered private placement by issuing 1,999,998 flow-
through units priced at $0.75 per unit. Each unit consists of one flow-through common share and one
non-flow through warrant. Each warrant is exercisable from the closing date of the private placement at
$1.00 per share in the first nine months and then at $1.25 per share in the following nine months.

The Company issued an additional 99,999 flow-through common shares and 199,999 non-flow-through
agent’s options as finder's fees. The agent’s options have the same exercise terms as the unitsissued in
the private placement.

b) On July 3, 2007, issued 10,000 common shares pursuant to the mineral property option agreement on the
Duquesne Gold Project.

c) On July 6, 2007, issued 50,000 common shares at $0.20 for proceeds of $10,000 pursuant to the
exercise of stock options.

Stock options

As at September 30, 2007, the following incentive stock options are outstanding:

Number Exercise

of Shares Price Expiry Date
436,500 $ 0.20 July 14, 2008
225,000 0.77 March 7, 2008
300,000 2.00 July 11, 2009
400,000 1.90 July 12, 2009
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5. CAPITAL STOCK AND CONTRIBUTED SURPLUS (cont’d...)
Agent’soptions

As at September 30, 2007, the following agent’s stock options are outstanding:

Number Exercise
of Shares Price Expiry Date
199,999 $ 1.00 April 3, 2008
if not, thenat $ 1.25 January 3, 2009

Warrants

As at September 30, 2007, the following warrants are outstanding:

Number Exercise
of Shares Price Expiry Date
1,999,998 $ 1.00 April 3, 2008
if not, thenat $ 1.25 January 3, 2009

Stock-based compensation

For stock options granted to employees, officers, directors and consultants, the Company recognizes as an
expense the estimated fair value of the stock options granted. The fair value of each stock option granted is
estimated on the date of granting using the Black-Scholes option-pricing model.

During the three month period ended September 30, 2007, the Company granted 700,000 (2006 — 923,000)
of which 87,500 (2006 — 230,750) were fully vested at September 20, 2007. Stock-based compensation
expense of $89,971 (2006 - $31,266) was calculated using the Black-Scholes option pricing model. The
stock-based compensation has been recognized on the statement of operations and deficit with a
corresponding entry to contributed surplus on the balance sheet.

The following assumptions were used for the Black-Scholes valuation of stock options and agent’s options
issued during the period:

September 30,  September 30,

2007 2006
Risk-freeinterest rate 4.63% ~ 4.64% 4.21%
Expected life of options 1.5~ 2vyears 2 years
Annualized volatility 102.13% ~ 111.67% 149.17%
Dividend rate 0.00% 0.00%
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6. RELATED PARTY TRANSACTIONS
During the three month period ended September 30, 2007, the Company paid or accrued $1,645 (2006 -
$3,390) in legal feesto alaw firm of which one of the Company’s directorsis a partner, and $45,506 (2006
- $Nil) in geological consulting fees to a company controlled by a director of the Company.

The Company paid or accrued $4,500 (2006 - $Nil) to an officer for consulting services.

Included in accounts payable is $7,000 (2006 — $3,390) due to two directors for consulting fees and travel
EXpenses.

These transactions were in the normal course of operations and were measured at the exchange amount,
which is the amount of consideration established and agreed to by the related parties.
7. SUPPLEMENTAL DISCLOSURESWITH RESPECT TO CASH FLOWS

The significant non-cash transactions during the three month period ended September 30, 2007 were as
follows:

a) The Company issued 10,000 common shares valued at $18,500 pursuant to the mineral property option
agreement on the Duquesne Gold Project.

b) The Company issued 99,999 flow-through common shares and 199,999 non-flow-through agent’s
options as finder’ s fees on the flow-through private placement completed on July 3, 2007.

c) The Company allocated $6,775 for stock options exercised to capital stock from contributed surplus.
d) The Company incurred through accounts payable $21,708 of mineral property costs.

There were no significant non-cash transactions during the three month period ended September 30, 2006.
8. SEGMENT INFORMATION

The Company conducts all of its operations in Canada and is currently focusing on exploration of the
Duquesne property in Quebec, Canada.
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10.

11.

FINANCIAL INSTRUMENTS

The Company's financial instruments consist of cash, receivables, and accounts payable and accrued
liabilities. Unless otherwise noted, it is management's opinion that the Company is not exposed to
significant interest, currency or credit risks arising from these financia instruments. The fair value of these
financial instruments approximates their carrying values, unless otherwise noted.

CONTINGENCY

On September 19, 2007, the Company received a statement of claim from a former employee and a
consultant. The compensation sought in the claimis as follows:

a) An order requiring a director and a former director of the Company to sell 2,000,000 shares of the
Company at $0.38 per share and an additional 1,000,000 shares at $0.65 per share to one of the plaintiffs
for their claim that the Company breached a contract related to the Duquesne Gold Project.

b) An order requiring the delivery of 436,500 options exercisable at $0.20 per share to be granted to the
former employee.

€) Theformer employeeis also seeking damages of $20,000 claiming wrongful dismissal by the Company.
It is the opinion of the Company’'s management that the statement of claim is without merit and the

Company intends to defend the claim vigorously. The outcome of the legal claim cannot be estimated at
this point in time and no provision for the claim has been recorded in these financial statements.

SUBSEQUENT EVENTS
Flow-through private placement

On October 9, 2007, the Company completed a non-brokered flow-through private placement of $1,500,000
through the sale of 612,243 flow-through units (each unit consisting of one common share and one warrant)
at aprice of $2.45 per Unit. Each warrant is exercisable until October 9, 2009 at a price of $2.60 per share.

The Company granted 61,224 non-flow-through agent’s options exercisable at $2.45 per option until
October 9, 2009 as part of afinder’'s fee. Each option is exercisable into one Unit (each unit consisting of
one common share and one warrant). Each warrant is exercisable at $2.60 per share until October 9, 2009.
The Company issued 30,612 common shares valued at $73,163 for the remaining finder's fee. The
Company also paid $75,000 cash for due diligence fees which have been recorded as share issue costs.

The securities have a hold period which expires on February 9, 2008.
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11.

SUBSEQUENT EVENTS (cont'd...)

Non-flow-through private placement

On October 9, 2007, the Company completed a non-brokered private placement of $1,000,000 through the
sale of 500,000 hard dollar Units (each unit consisting of one common share and one warrant) at a price of
$2.00 per Unit. Each warrant is exercisable until October 9, 2009 at a price of $2.10 per share.

The Company granted 50,000 agent’s options exercisable at $2.00 per option until October 9, 2009 as part
of afinder's fee. Each option is exercisable into one Unit (each unit consisting of one common share and
one warrant). Each warrant is exercisable at $2.10 per share until October 9, 2009. The Company issued
25,000 common shares valued at $59,750 for the remaining finder's fee. The Company also paid $50,000
cash for due diligence fees which have been recorded as share issue costs.

The securities have a hold period which expires on February 9, 2008.
Consulting agreement

On October 10, 2007, the Company entered into a consulting agreement with A.B. Korelin & Associates
and granted 100,000 stock options exercisable at $2.50 for two years.
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Pursuant to the requirements of Section 12 of the Securities Exchange Act of 1934, the Registrant certifies that it
meets all of the requirements for filing on Form 20-F and has duly caused this Registration Statement to be signed on
its behalf by the undersigned, thereunto duly authorized.

Clifton Star Resources|nc.
Registrant

Dated: February 28, 2008 Signed: /g _Harry Miller
Harry Miller,
President and Director
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